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REPORT OF THE SPECIAL COMMISSION AP- 
POINTED TO INVESTIGATE THE ENTIRE 
SUBJECT OF TAXATION. 


Scope of Investigation. 


A continuation of the work begun by this Commission 
during 1927 was authorized by chapter 31 of the re- 
solves passed at the last legislative session, as follows: 


RESOLVE PROVIDING FOR THE CONTINUATION OF THE WORK OF IN- 
VESTIGATING AND REVISING THE Tax LAws OF THE COMMON- 
WEALTH BY AN UNPAID SPECIAL CoMMISSION. 

Resolved, That the unpaid special commission to revise the laws 
of the commonwealth relative to taxation, established by chapter 
forty-four of the resolves of nineteen hundred and twenty-seven, shall 
continue the investigation of the laws of the commonwealth relative 
to taxation as provided in said chapter, and shall carry to completion 
the study and report undertaken by it. For such purpose, the com- 
mission shall be provided with quarters in the state house, and may 
expend for expert, clerical and other expenses such sums, not ex- 
ceeding ten thousand dollars, as the general court may appropriate. 
The commission shall make a report to the general court by filing 
the same with the clerk of the house of representatives not later than 
December first in the current year, together with drafts of legislation 
necessary to carry its recommendations into effect. [Approved April 
26, 1928. 


The first meeting of the Commission under the above 
order was held on May 8. Representative Martin M. 
Lomasney, member of the Commission in 1927, resigned, 
and the Speaker of the House of Representatives ap- 
pointed Representative Wilfred J. Lamoureux to succeed 
him. 

For the purpose of assisting in the vast amount of re- 
search which has been necessary in connection with the 
investigation, the Commission employed William }E. 
Dorman, counsel to the Senate, and Henry D. Wiggin, 
counsel to the House of Representatives. 
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Because of the unusual length of the legislative ses- 
sion, the Commission had much less time at its disposal 
than had been anticipated. It was impossible, there- 
fore, to study as fully as was desirable all of the phases 
of the tax situation. Comprehensive dealing with the 
laws relating to the income tax and the corporation tax 
left little opportunity for necessary work on other phases 
of the situation. 

In its report to the General Court of 1928, the Com- 
mission pointed out that much study should be given to 
the subject of exemptions from local property taxes 
under existing taxation laws, as well as to questions re- 
lating to administration and procedure. In view of the 
inability of the Commission for lack of time to make a 
thorough study of administrative and procedural ques- 
tions, it has embodied in the proposed bills existing pro- 
visions for administration and procedure. The Com- 
mission, however, is not to be regarded as expressing 
approval of these provisions. The entire subject should 
have careful consideration. Various other features of the 
present tax system, in the opinion of the Commission, 
should be given further study and some revision effected 
before the work begun in 1927 can be brought to a satis- 
factory conclusion. 

The Commission wishes to acknowledge most valuable 
assistance rendered by Henry F. Long, Commissioner of 
Corporations and Taxation, and by Alexander Holmes, 
Irving L. Shaw and Harold G. Lyon of that department. 


GENERAL PRINCIPLES. 

It is common knowledge that a satisfactory tax system 
must (a) produce the necessary revenue, (b) distribute 
the burden of taxation fairly, and (c) produce the revenue 
with the minimum of expense to the government and of 
expense and annoyance to the taxpayers. In the report 
of this Commission, which was filed last year, it was 
pointed out that a study of public expenditures with a 
view to determining whether properly they could be 
reduced in amount was basic to any comprehensive 
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study of the tax problem and an attempt to relieve tax- 
payers from an undue burden of taxation. In accord- 
ance with the recommendation of this Commission the 
General Court provided for the appointment of a com- 
mission to make a study of public expenditures. That 
commission is now at work upon this problem. Problems 
which are more directly those of taxation are left for the 
consideration of this Commission. 

In our last report we discussed the general principles 
of taxation, and it is unnecessary to restate them here or 
to state precisely the extent to which taxation should be 
based upon ability to pay, or to what extent it should be 
based upon benefits received from government. To a 
very large extent, at least, ability to pay must be the 
determining factor with full recognition that each tax- 
payer is deriving benefits from the government, but that 
it is impossible to value those benefits, or, indeed, to 
collect from the taxpayer in proportion to such benefits. 
As we pointed out last year, ‘‘in comparing the respective 
abilities of persons to pay taxes three things should be 
considered: (a) the income of the individual, (6) the 
capital value of his property, and (c) his situation with 
respect to family responsibility. The primary test of 
ability to pay taxes is undoubtedly the income of the 
taxpayer.” 

It is idle to talk of relieving real estate or industry 
in any of its forms from the burden of taxation without 
either reducing the amount of taxes to be raised or sub- 
stituting to some extent for taxes upon real estate and 
upon industry in its various forms taxes derived from 
some other source. Group after group of taxpayers 
appeals for reduction in taxation, and the case made for 
such reduction seems unanswerable. Except, however, 
to the extent that the burden of taxation can be reduced 
by the reduction of public expenditures, these appeals 
can be answered only by the transfer of the burden of 
taxation to other shoulders. The Commission has not 
been flooded with persons volunteering to assume greater 
burdens. It is satisfied, however, that these burdens in 
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some degree can be transferred to the entire body of 
persons receiving income in excess of reasonable exemp- 
tions without overburdening any of those persons, and by 
some readjustment actually reducing the burden upon a 
considerable group of income taxpayers themselves. 

The problem before the Commission is not primarily 
to raise more revenue. The present system undoubtedly 
will produce the necessary revenue, even if as a result of 
the study of the Commission on public expenditures the 
amount required cannot be reduced below that now being 
raised. The problem before the Commission is to de- 
termine whether the burden of taxation can be distributed 
more fairly and the expense and annoyance of adminis- 
tration reduced, and to establish, if possible, a system 
of taxation which will meet the needs of the community, 
as wealth and the expense of government increase, with- 
out the continual tinkering that has been necessary in 
the past. 

IncomME Tax. 

The Commission is unanimous in the opinion that any 
substantial advance in the direction of fairness in the 
distribution of the tax burden involves the passage of a 
general income tax of low but graduated rates with 
adequate exemptions. The way in which nearly every 
suggestion for relief from taxation brings us back to the 
necessity of greater revenue from the income tax is 
almost uncanny. Such a tax is an essential feature of 
any system which seeks to distribute the tax burden with 
primary reference to the ability of the taxpayer to pay. 

The present income tax is classified on the basis of the 
source of the income. Earned income is taxed at 15 per 
cent, investment income at 6 per cent, gains on sales of 
intangibles at an intermediate figure of 3 per cent, ap- 
parently for the reason that such income is regarded as 
in part earned and in part derived from investment. How 
far this conception of the nature of the income derived 
from the sale of intangibles is sound is open to question. 
Very different exemptions are provided with respect 
to earned income and investment income. The Com- 
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mission is satisfied that these distinctions are unsound. 
It recognizes that, other things being equal, a person 
receiving a given amount of earned income has a some- 
what smaller ability to pay than a person receiving the 
same amount of income from capital invested. The 
Commission, however, does not believe that the relative 
abilities of a person earning a large salary as compared 
with an elderly or infirm person unable to work and 
receiving a small income from invested capital is fairly 
measured by the ratio of 14 to 6. It believes that the 
ability to pay taxes increases more rapidly than the in- 
crease in income, whether such income is earned or in- 
vestment income, and that some gradation as to amount 
of income is essential to a fair income tax. When the 
Massachusetts income tax was adopted, income taxation 
as a source of revenue in the United States was in its 
infancy. Since that time it has been adopted in a number 
of States, and it has become a feature of Federal taxation, 
not merely as a war measure but as a recognized part of 
the fiscal system. People are accustomed to a graded 
income tax. The criticisms which formerly were directed 
against the Federal income tax now are directed very 
largely against the State income tax. The fairness of the 
principle of graduated income taxation is recognized 
very generally. It is believed by the Commission that 
if the rates are kept reasonably low a graded income tax 
upon the income of individuals not only will be in fact 
a sound method of taxation, but will be so recognized by 
thoughtful citizens. 

The Commission realizes fully that investment income 
of any given amount gives somewhat greater ability to 
pay than earned income of the same amount. If the in- 
come tax were the only tax laid here and in other States 
upon investment by Massachusetts residents, it would 
be proper to recognize the distinction between the two 
types of income by imposing a larger tax upon invest- 
ment income. The Commission thinks, however, that 
so far as investment income gives greater ability to pay 
to the recipient, that greater ability has been reached 
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for purposes of taxation by the taxes levied upon the 
property or business from which such income is derived. 
Clearly the present ad valorem tax upon real estate must 
be retained, and perhaps some ad valorem tax on tangible 
property. Clearly, too, corporations must bear some 
tax. The Commission believes that these taxes should be 
regarded as making a sufficient adjustment for the dif- 
ference in tax-paying ability between earned income and 
investment income. The fact that the taxes upon prop- 
erty or business may be collected by some State other 
than Massachusetts does not affect the situation. It is 
believed that a proper division of taxes between the 
States of the situs of property or business and the resi- 
dences of the recipients of the income therefrom is to 
leave to the States of the situs the taxes imposed upon 
property or business, while the States of residences of the 
recipients impose taxes upon the income. 

In speaking of a general income tax the Commission has 
in mind a tax based upon income of residents in Massa- 
chusetts from whatever source derived. It recognizes 
that there must be adequate exemptions. It recognizes, 
also, that there are some forms of income which con- 
stitutionally cannot be reached by such a tax. Of course, 
these must be excluded. With these limitations the 
Commission believes that all income should be subjected 
to the tax regardless as to whether it is derived from 
property or business which has been taxed in some other 
way. Other taxes should account merely for the dif- 
ference in ability to pay between the recipient of earned 
income and the recipient of invested income, and for 
such taxes as properly should be laid upon the basis of 
benefits derived from government. The rate of tax 
should be so low that the tax will not be burdensome 
upon any person. It should be somewhat larger than 
at present on large earned incomes, should be lower than 
at present on investment income which now is taxable, 
and should be levied on much income which now is non- 
taxable. So far as the tax is levied upon dividends of 
corporations which themselves pay a tax to Massachu- 
setts, it must be recognized that this additional tax on 
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dividends to some extent may be compensated for by a 
reduction in the tax upon corporations. 

The Commission presents herewith (see Appendix A) 
an income tax bill which may be summarized as follows: 

1. It taxes all income, from whatever source derived. 
This, of course, is subject to the limitations imposed by 
the Federal Constitution and laws. 

2. It taxes income at rates graded in accordance with 
the amount of income received by the taxpayer in excess 
of exemptions, as follows: One per cent up to $5,000; 
13 per cent from $5,000 to $10,000; 2 per cent from 
$10,000 to $25,000; 3 per cent on all income in excess 
of $25,000. 

3. It exempts from taxation income up to $1,500 in 
the case of a single person; $3,000 in the case of a married 
person, and allows further exemptions of $250 for each 
child or other dependent. 

4. It provides for the payment of one-half of the tax 
at the time the return is due, March 15, and one-half 
on October 1. 

The Commission realizes that there are grave doubts 
as to the constitutionality of the proposed law. It is 
clear that the word “uniform” as used in Article 44 of 
the Amendments to the Constitution requires uniformity 
of rate with respect to the same amount and class of 
income throughout the Commonwealth. There never 
has been any judicial decision definitely stating that it 
also requires uniformity of rate with respect to the same 
class of income regardless of the amount of such income,— 
in other words, that it prohibits rates graded according 
to amounts of income, — but it has been generally as- 
sumed that such is the case. 

The Commission therefore recommends that the 
General Court request the opinion of the Supreme Ju- 
dicial Court as to whether or not, under Article 44 of 
the Amendments to the Constitution, graded rates are 
permissible. (For specific questions see Appendix B.) 

If the answer is in the affirmative the Commission 
recommends immediate passage of the proposed bill. 

If the answer is in the negative the Commission be- 
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lieves it impossible to evolve any satisfactory income tax 
bill because the said Article 44 is too restrictive, and the 
Commission recommends adoption of a constitutional 
amendment which will give to the General Court com- 
plete freedom in dealing with the taxation of income. 
(See Appendix C.) 

Such a general income tax bill, whether adopted be- 
fore or after the constitutional amendment, should be the 
heart of the tax system of the future. The form in which 
wealth is held has changed materially in comparatively 
recent years. When the present tax system of the 
Commonwealth was growing up the wealth of an in- 
dividual to a large extent was a direct ownership of real 
estate, particularly land. It was natural and proper 
that the basic tax, then, should be a local property tax 
on real estate. Today the wealth of an individual is 
likely to consist very largely of the ownership of intangible 
property, stocks and bonds, which represent indirect 
ownership of tangible property, or perhaps only the 
right to receive income from property or business. The 
amount of land which can be owned directly necessarily 
is limited. The amount of intangible property, on the 
other hand, has been increasing by leaps and bounds, and 
it does not appear that there is any limit to such in- 
crease. Under these changed conditions, if the wealth 
of the community is to be reached for purposes of tax- 
ation it can be reached more fairly and effectively through 
income. It is the primary measure of ability to pay, 
and should bear to a large degree the burden of taxation. 

The Commission feels strongly that a general income 
tax on incomes derived from all possible sources is the 
only possible solution of the problem of taxation. If 
this principle is accepted, then the questions of exemp- 
tions or rates become problems of fact to be determined 
with relation to fair standards of living and amounts of 
revenue necessary to collect. The Commission does not 
pretend that the proposed bill will raise any appreciable 
amount of extra revenue at the present time; probably 
no more than enough to make up for slight losses of 
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revenue which may be caused by changes hereinafter 
suggested in the corporation tax law and in the laws 
governing the taxation of tangible personal property. 
It does not pretend that the proposed bill will make any 
immediate reduction in the local property tax on real 
estate. But it contends that such a tax in the course 
of time, due to the steady growth of intangible property, 
will permit a real reduction in the corporation tax, thereby 
encouraging industry; it will permit abolition if it seems 
advisable of all taxes on tangible personal property; and 
it will make it possible to keep the local property tax on 
real estate within reasonable grounds. 


CoRPORATION Tax. 

The Commission has devoted much time to the study 
of the tax laws as they affect industry in Massachusetts. 
Some branches of industry are not prosperous. Modi- 
fications of the tax laws will not assure prosperity, but 
the Commission believes that some relief to industry as 
carried on by corporations can be effected through such 
modification. 

Business corporations are required to pay taxes at the 
local rate upon their real estate and machinery under the 
present law. Merchandise and intangible values are 
reached through a State tax of $5 a thousand upon the 
so-called corporate excess, which is the aggregate value 
of the shares of the corporation less the property locally 
taxed and other property directly or indirectly taxed 
in other ways. This tax is a part of the excise upon 
corporations, the other part being a 23 per cent tax on 
incomes. 

The tax of $5 a thousand on corporate excess is dif- 
ficult to administer and productive of many discussions 
between the taxpayers and the Department of Corpo- 
rations and Taxation, since it involves the valuation of 
the shares of stock of all domestic corporations and all 
foreign corporations doing business within the Com- 
monwealth. This tax is levied irrespective of the earn- 
ings record of the corporation, except in so far as that 
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earnings record may be thought to be reflected in capital 
values. A single year of bad earnings, or even several, 
will not destroy all capital values. Perhaps the effect of 
such an earnings record on capital value may not be 
recognized adequately in valuing shares of stock under 
present methods of administration, but whether or not 
this is true, the effect of this form of tax is to impose a 
considerable tax on corporations in years in which they 
have no earnings, or small earnings, in addition to the 
substantial local tax paid upon real estate and machinery. 
The Commission believes that it is sounder policy to 
levy a tax on corporations solely on the basis of income, 
so that corporations which have been successful in any 
year will carry the burden of the tax for that year. This 
is in accordance with the principle that taxes are based 
upon ability to pay. (If benefits received are regarded 
as the basis for taxation of corporations, the local taxes 
paid upon real estate and machinery would seem to allow 
sufficiently for this basis of taxation.) An increase in 
the rate of tax on income sufficient to make up for a large 
part of the tax based upon corporate excess will not be a 
hardship upon corporations which are operating at a 
profit. The Commission believes that the tax of $5 a 
thousand on corporate excess should be abolished, and 
that the tax which is levied now at the rate of 2} per cent 
on income should be increased to 43 per cent on income. 
This change will relieve the corporations which are un- 
successful, and in a great number of cases will not increase 
the aggregate corporate tax paid by a corporation, since 
the additional tax resulting from the 2 per cent on income 
will not be greater than the tax of $5 a thousand on corpo- 
rate excess from which such corporation is relieved. 
Figures for a period of years indicate that a tax upon 
the proposed basis will produce in the aggregate somewhat 
less revenue from corporations than does the present 
corporation tax. ‘There is a superficial view that taxes 
should be raised from the rich corporations. This view 
loses sight of the fact that such taxes, though levied 
directly upon the corporations, are raised indirectly from 
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the stockholders of the corporation, and are raised from 
such stockholders with complete disregard of the ability 
of such stockholders to pay. The poor woman, who 
owns a single share of stock in a corporation, and who 
under any reasonable schedule of exemptions from tax- 
ation would have no tax to pay, is taxed through the 
corporation tax as heavily in proportion as is the very 
large stockholder. In the last analysis the spender of 
income, who perhaps may be described as the consumer 
of income, is the proper subject of taxation. To take the 
taxes out of industry is not only to take them upon a 
basis which is unsound theoretically, and without rela- 
tion to the ability to pay of the ultimate consumer of 
income, but also is to lay a heavy hand upon industry, 
and thus indirectly burden the wage earner whose living 
depends upon the success of industry, and upon the con- 
sumer of the product, who thus is taxed by reason of his 
necessities rather than by reason of his ability to pay. 

The Commission therefore recommends, as part of its 
general scheme of taxation to be built around a general 
income tax law, the passage of a law embodying the 
above suggestions. (See Appendix D.) 

The Commission believes that national banks, trust 
companies, and all public utilities should be taxed in the 
same way as business corporations, and such corporations 
have been included in the suggested bill. Unincorpo- 
rated associations, trusts and partnerships having trans- 
ferable shares and doing business practically in corporate 
form are likewise included. 


TANGIBLE PERSONAL PROPERTY. 


The Commission is convinced that there are certain 
forms of tangible personal property which ought not to 
be taxed at the local property rate; for example, mer- 
chandise owned by corporations bears a much lower ‘tax 
than merchandise owned by individuals. Our present 
tax system bears much more heavily upon business carried 
on by an individual than upon business carried on in the 
corporate form. An individual engaged in manufacturing 
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or merchandizing is liable to taxation upon his mer- 
chandise at the local property rate, which averages more 
than $30 a thousand. A corporation is reached only 
indirectly upon this capital value through the tax of 
$5 a thousand on corporate excess. In determining the 
corporate excess the liabilities of the corporation will 
be offset against merchandise, and if business conditions 
are bad the net worth may be reduced further by the 
fact that the aggregate value of the shares is less than the 
net worth of the assets of the corporation. How can the 
individual expect to compete with the corporation when 
there is ordinarily a difference of more than $25 a thou- 
sand in the tax which he is liable to pay upon his mer- 
chandise? The only advantage which the individual 
business man has over the corporation is in the fact that 
his tax upon business income is 1} per cent as compared 
with 25 per cent on the income of the corporation. This 
hardly can be regarded as a sufficient adjustment for the 
wide difference in the tax on capital values. Certainly 
it is not desirable to force small businesses into corporate 
form through wnequal taxation. 

There is strong reason why it should be possible for the 
General Court to put individuals and partnerships carry- 
ing on business more nearly on an equality with corpo- 
rations with respect to the taxation of stock in trade. 
It may be that under the existing constitutional situ- 
ation complete exemption from taxation of stock in trade 
owned by individuals or partnerships might be granted, 
though this at best is doubtful. But even if such com- 
plete exemption could be granted, there is a serious 
question as to whether stock in trade should be singled 
out for such preferential treatment as against some other 
forms of tangible personal property. It seems to the 
Commission that the General Court should be given 
power, if it saw fit to do so, to grant partial or even full 
exemption of such stock in trade. 

It is at least open to question whether household 
furniture and other non-productive property should be 
taxed at the local property rate. With respect to many 
forms of tangible personal property it might be desirable 
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to have the tax upon the average value of such property 
owned throughout the year rather than upon the value 
of the property which by chance was on hand April first. 
It might be desirable to tax machinery at the same rate 
throughout the Commonwealth — possibly at less than 
the ordinary local rate of cities and towns within which 
such machinery is situated. There are on the statute 
books instances of attempts by the Legislature to relieve 
individuals from the burden of the local property tax, as, 
for instance, in the case of fishing boats. (See chapter 
143, Acts of 1928.) 

The Commission believes that the time is ripe now to 
amend the Constitution so as to permit the classification 
of tangible personal property for purposes of taxation, or 
even its complete exemption, and thus to give to the 
General Court a free hand to deal intelligently with the 
many serious problems which arise with respect to the 
taxation of such property. 

The Commission therefore recommends the adoption 
of an amendment to the Constitution to this effect. 
(See Appendix E.) ' 

If relief is granted under such an amendment in any 
considerable amount, the loss of revenue incident thereto 
can be met only through the general income tax. 


CONCLUSION. 

The Commission’s recommendations are based upon a 
study of the tax situation as a whole, and are, to a con- 
siderable extent, interrelated. The Commission believes 
that it would be desirable for the General Court to deal 
with the situation in the same way. However, the 
recommendations as to personal income tax, corporation 
tax and classification of tangible personal property are 
so far independent that one or more of them could be 
adopted without adopting all of them, and the Commis- 
sion believes that it would be for the best interests of 
the people of the Commonwealth for the General Court 
to adopt one or more of these recommendations, even 
if it did not see fit to adopt them all. 

Since it is extremely doubtful if final action can be 
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taken upon the recommendations contained in this 
report during the current session of the General Court, 
and since there are other important questions of tax- 
ation which through lack of time have not been taken 
up this year, the Commission recommends that its work 
be continued for another year. (See Appendix F.) 


ERLAND F. FISH. 
LEVERETT SALTONSTALL. 
WILFRID J. LAMOUREUX. 
FRED T. FIELD. 

THOMAS J. BOYNTON. 
COLEMAN SILBERT. 
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SUPPLEMENTARY REPORT. 


We wish to add this supplementary statement to the 
report which we have signed. We believe thoroughly 
in the principle of a general income tax graded as to 
amounts as basic to the tax system of the future. We 
believe that through the medium of such a tax a very 
large number of the inhabitants of the Commonwealth 
should contribute in some degree to the support of the 
government, but that those having larger incomes should 
contribute more in proportion to their incomes than do 
those having smaller ones. We believe that it is essential 
to the system that the rates should be low and the ex- 
emptions small. Within somewhat narrow limits the pre- 
cise rates and amounts of exemptions are matters upon 
which opinions reasonably may differ. The rates and 
exemptions shown in the proposed income tax bill at- 
tached to this report are not essential features of the 
system. We wish that the proposed system might be 
considered on principle and not condemned merely be- 
cause the rates or exemptions suggested may not seem to 
some persons to be the best which can be chosen. They 
can be determined finally after the fullest consideration 
by the General Court. 

The rates and exemptions stated seem to us to be 
sound except that we think that the exemption of a 
married person without dependents should not exceed 
$2,500. It should be borne in mind that under this bill 
the exemptions of so-called earned income and invest- 
ment income, or a combination of the two, are the same. 
We believe that this is correct in principle. We believe 
that persons of small incomes from investment — par- 
ticularly the aged and infirm who are unable to work 
and who live upon the savings of a lifetime — should have 
consideration under an income tax law. We think that 
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exemptions should be granted generally without regard 
to the total amount of income of the recipient. If these 
principles are applied to the new law an increase of an 
exemption of $500 applicable to all persons, regardless of 
the amounts of their incomes, would reduce materially 
the revenue to be derived from the income tax. Such 
an increased exemption of $500 would be granted not 
only to persons of moderate incomes, but also to persons 
of the largest incomes, and would reduce the amount 
taxable at the highest rate. 

We do not think that the income tax should be passed 
as a measure to reach a minority of the inhabitants only. 
We do not think that its success should be jeopardized 
by a restricted application. As it is to apply to income 
generally it should apply to persons generally. Other- 
wise it is not proper as a basic tax. Moreover, we believe 
that the thoughtful patriotic citizen, even of moderate 
means, will feel an increased sense of self-respect if he is 
conscious that he is contributing directly to the support 
of the government. Furthermore, we venture to hope 
that the result of the adoption of the proposed income 
tax system will be to relieve the person of moderate 
means from local property taxes or indirect contributions 
thereto through rentals to a larger extent than his burden 
is increased by the addition of a small income tax. 
Whether or not this result is accomplished will depend 
upon the wisdom with which our municipalities are 
governed. 

ERLAND F. FISH. 
FRED T. FIELD. 
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MINORITY REPORT. 


JANUARY 8, 1929. 

During six years of membership on the Committee on 
Taxation of the General Court, the last four as House 
Chairman, and two years of membership on this Com- 
mission as Vice-Chairman, I have become firmly con- 
vinced that any income tax, to work justice to the whole 
body of our citizens and receive the public approval neces- 
sary for its successful application, must provide for ade- 
quate exemptions for those of moderate means. There- 
fore, while I concur in general theory with the recom- 
mendations of the majority of the Commission regarding 
an income tax, and with the other recommendations of 
the majority report, I am constrained to dissent relative 
to the amounts of income tax exemptions recommended. 
I also dissent relative to the income tax rates recom- 
mended. 

The system of income taxation recommended is frankly 
based on a citizen’s ability to pay toward the cost of 
government, in addition to the amounts all citizens now 
contribute, either directly or indirectly, through being 
the owners or occupants of real property, or through 
being owners of shares of corporations, which latter 
amounts they contribute before receiving income from 
the corporation. Hence, so long as it is necessary to raise 
revenue for the conduct of the government in excess of 
that raised by reasonable assessments locally on real 
estate and such revenue as is obtained through corpo- 
ration taxes, the system of a graded income tax on income 
received from all sources is equitable and just, provided 
that a reasonable exemption be allowed sufficient to 
enable a single person, a married couple, or the head of 
a family with children or dependents, to live in accord- 
ance with reasonable American standards as we under- 
stand that term today. 
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It must also be realized that although the proposed 
change to a graded income tax is, I believe, theoretically 
sound, the recommendations in this regard mean a 
radical change from the present so-called State income 
tax, inasmuch as the proposed legislation would subject 
to taxation the income from Massachusetts savings banks, 
and the dividends from Massachusetts corporations, and 
certain other specially exempted corporations, which 
today are not taxable, as well as income from real estate. 
The inclusion of such income at the new low rates of tax 
in the proposed legislation is sound. Nevertheless, it is 
only reasonable and fair that adequate exemption be 
provided from income from whatever source commensu- 
rate with living conditions of today. 

The present State income tax law bears very heavily 
upon those of extremely limited savings carefully in- 
vested in securities, and often results in a 6 per cent tax 
being extracted from a person totally unable to work for 
a living, and with an income only sufficient to meet, or 
partially meet, the barest necessities of existence, making 
it obligatory for such a person to live by the contribu- 
tions of relatives and friends, or, in some cases, at the 
hands of charitable organizations. Such a condition 
should be eliminated, and would be by provision for ade- 
quate exemptions. 

I would not, for the sake of lowering a rate of taxation 
on those of large annual income, endeavor to tax those 
persons of extremely modest income. On the contrary, 
I believe that the person of small annual income should 
be exempted from a tax, which is in the nature of a sur- 
tax, even though because of this a higher rate of tax- 
ation must be imposed on those enjoying extremely large 
annual incomes. Surely a person receiving an annual 
income of $30,000 or more could not object to paying a 
tax of 4 per cent, when under our present law a person 
with the smallest amount of interest and dividends is 
obliged to pay a tax of 6 per cent if his total income from 
all sources exceeds a meager thousand dollars. 

I recommend that a single person be exempted on in- 
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come up to $2,000 (the amount now provided by existing 
law); that $3,500 be the exemption for a married couple, 
and that further exemptions of $500 for each child or 
other dependent be provided. 

I recommend that the grouping of rates of tax be as 
follows: 1 per cent up to $5,000; 13 per cent from $5,000 
to $10,000; 2 per cent from $10,000 to $20,000; 3 per 
cent from $20,000 to $30,000; and 4 per cent on all in- 
comes in excess of $30,000 per year. 

If the recommendations of the Commission are acted 
upon favorably, and a graded income tax law with 
proper and reasonable exemptions and rates becomes the 
law of the State, a great step forward will have been 
accomplished by relieving the citizens of Massachusetts 
from the present irksome and complicated income tax law, 
with its excessively high uniform rate of 6 per cent on 
income from intangibles and its complication and expense 
of administration. Such a graded income tax law will 
provide, instead, a system of taxation which will be 
easily administered, provide adequate revenue at properly 
graded yet relatively low rates based upon one’s ability 
to pay, and which will be understood by every citizen 
of the Commonwealth. 

CARROLL L. MEINS, 


Vice-Chairman. 
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APPENDIX A. 


Che Commonwealth of Massachusetts 


In the Year One Thousand Nine Hundred and Twenty-Nine. 


An Act imposing a General Graded Tax on Personal 


Incomes. 


Be it enacted by the Senate and House of Repre- 
sentatives in General Court assembled, and by the 
authority of the same, as follows: 


1 Section 1. The General Laws are hereby 


bo 


amended by striking out chapter sixty-two and 


3 inserting in place thereof the following: — 


4 CHAPTER 62. 
— rn = . - > ~y = y 
5 TAXATION OF PERSONAL INCOMEs. 
Sect. Sect. 
1. Definitions. 12. Corporate fiduciary, returns and pen- 
2. Gross income, scope of term. Pledged alties. 
securities. Distribution by liqui- 13. Anticipating tax on estates and trusts. 
dating corporations, etc. Gross in- 14. Partners. 
come not to include. 15. Returns by individuals 
3. Graded tax on net income. Applica- 16. Returns by fiduciaries. 
tion of tax. Income of corporations, 17. Returns by partnerships 
certain associations, etc., not taxed, 18. Returns, form and filing. 
except. 19. Returns, blanks for. 
4. Deductions. Items not deductible 20. Returns, notice by commissioner. 
5. Credits and family exemptions 21. Returns, omitted and supplementary. 
6. Accounting methods and periods 22. Returns, extension of time. 
7. Gains and losses from sales, determina- 23. Returns, verification 
tion of, in general. Determination 24. Returns, mandamus to compel 
when shares received as stock divi- 25. Returns, inspection by officials; dis- 
dends are sold. position, etc. 
8. Exchange of property, determination 26. Information at source, employers, cor- 
of gain or loss. Reorganization of porations, etc., by. 
corporation, etc. 27. Information at source, salaries of pub- 
9. Decedents, income received by. lic employees. 
10. Fiduciaries, income received by 28. Assessment and payment in two instal- 
11. Corporations acting as fiduciary. ments. Interest. 
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9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Sect. Sect. 
29. Return, omission, incorrect, ete., double 40. Abatement, appeal to court. 
assessment. 41. Abatement, remedies under this chap- 
30. Additional assessment and interest. ter exclusive. 
31. Rules and regulations 42. Constitutionality, separability clause 
32. Notice of tax. Place of payment 43. Return, late, penalty. 
33. Weekly accounting by income tax 44. Return, fraudulent, etc., penalty. 
assessors. 45. Information at source, penalty for 
34. Interest on overdue tax. Remedies of failure to furnish. 
commissioner for collection 46. Returns, disclosure of information, 
35. Fiduciaries, personal liability of penalty. 
36. Abatement by commissioner 47. Fiduciaries, certain penalties, etc, 
37. Abatement, limitations on. applicable to. 
38. Abatement, appeal to board of appeal 48. Partnerships, penalties, mode of in- 
39. Abatement, repayment. flicting on 





Section 1. The following words and phrases as 
used in this chapter, unless the context otherwise 
requires, shall have the following meanings: 

‘‘Commissioner”’’, the commissioner of corpora- 
tions and taxation; 

‘“‘Director’’, the director of the income tax division 
of the department of corporations and taxation; 

‘‘Fiduciary’’, a guardian, trustee, executor, admin- 
istrator, receiver, conservator or any person or cor- 
poration acting in any fiduciary capacity for any 
person, trust or estate; 

‘Fiscal year’’, an accounting period of twelve 
months ending on the last day of any month other 
than December; 

‘Net income’’, the gross income as defined in sec- 
tion two less the deductions allowed in section four; 

‘“‘Inhabitant’’, a natural person resident in the 
commonwealth ; 

‘‘Paid”’, for the purposes of the deductions under 
this chapter only, ‘‘paid or accrued” or “‘paid or 
incurred”’, and the terms ‘“‘paid or accrued”’ or 
‘paid or incurred”’ shall be construed according to 
the method of accounting upon the basis of which 
the net income is computed under the provisions of 
this chapter; 
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‘“‘Received’’, for the purpose of the computation 
of net income under this chapter only, ‘“‘received or 


accrued’’, and the term ‘‘received or accrued”’ shall 
be construed according to the method of accounting 
upon which the net income is computed under this 
chapter; 

“Taxable year’’, the fiscal period for which the 
taxpayer makes his return of income under section 
six, and if no fiscal year other than the calendar year 
has been established under said section, then the 
taxable year means the calendar year; 

‘‘Taxpayer’’, includes any person, any corporation 
acting as fiduciary, any trust or estate subject to a 
tax imposed by this chapter. 

Section 2. ‘Gross income’’, includes gains, profits, 
and income derived from salaries, wages or compen- 
sation for personal service, of whatever kind and in 
whatever form paid, or from professions, vocations, 
trades, businesses, commerce or sales, or dealings in 
property, whether real or personal, growing out of the 
ownership or use of or interest in such property; also 
from interest, annuities, rent, dividends as hereinafter 
provided, securities or the transaction of any business 
carried on for gain or profit, or gains or profits and 
income derived from any source whatever. 

The amount of all such items shall be included in 
the gross income for the taxable year in which re- 
ceived by the taxpayer. 

For the purposes of this chapter any securities held 
in pledge, or on margin or otherwise, by an agent or 
broker as security for a debt of his principal, whether 
standing in the name of the principal or any other 
person, shall be deemed the property of the principal, 
and the income arising therefrom shall be included 


5 in the total income of the principal. 
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Amounts distributed in complete or partial liquida- 
tion of a corporation or of a partnership, association 
or trust the beneficial interest in which is represented 
by transferable certificates of participation or shares 
shall be regarded as payment in exchange for the 
stock or shares cancelled or redeemed, and the result- 
ing gain or loss to the distributee shall be determined 
as provided in section seven. Such a distribution in 
partial liquidation means a distribution by a corpora- 
tion, partnership, association or trust in complete 
cancellation or redemption of a part of its stock, or 
one of a series of distributions in complete cancella- 
tion or redemption of all or a portion of its stock. 

The term ‘‘gross income” does not include the 
following items which shall be exempt from taxation: 

(1) The proceeds of life insurance policies and 
contracts paid upon the death of the insured to 
individual beneficiaries, including a partnership, or 
to the estate of the insured; 

(2) The amount received by the insured as a 


> return of premium or premiums paid by him under 


his insurance, endowment or annuity contracts, 
either during the term or at the maturity of the term 
mentioned in the contract or upon the surrender of 
the contract; 

(3) The value of property acquired by gift, be- 
quest, devise or descent (but the income of such 
property shall be included in gross income) ; 

(4) Amounts received, through accident or health 
insurance or under workmen’s compensation laws, as 
compensation for personal injuries or sickness, and 
the amount of any damages received, whether by 
suit or agreement, on account of personal injuries or 
sickness; 

(5) Shares of new stock of the corporation issuing 
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the same received as a stock dividend, when received; 

(6) Income which is exempt by the constitution 
and laws of the United States from taxation under 
this chapter; 

(7) Income received from land classified under 
chapter sixty-one; 

(8) Such part of the income received by trustees 
or other fiduciaries as is payable to or accumulated 
for persons not inhabitants of the commonwealth 
when such income is received except as otherwise 
provided in section ten; 

(9) The income from bonds, notes or certificates 
of indebtedness of the commonwealth issued between 
January first nineteen hundred and six and July first 

, or from bonds, notes or certifi- 
cates of indebtedness of any political subdivision 
thereof issued between May first, nineteen hundred 
and eight and July first, , Stating 
on their face that they are exempt from taxation in 
Massachusetts, shall not be included; but the income 
from all such bonds, notes or certificates of indebted- 
ness issued after said July first shall be included and 
computed in the taxes imposed by this chapter; 

(10) Annuities or pensions paid by a town in this 
commonwealth on account of service in the police 
or fire department; 

(11) Retirement allowances, pensions or similar 
payments otherwise exempt by law, and all sums 
exempt as aforesaid by virtue of their being deducted 
from wages as contributions to an annuity, pension or 
endowment fund. 

Section 3. There shall be assessed, levied, collected 
and paid for each taxable year by every inhabitant 
of the commonwealth a tax upon net income as 
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hereinbefore defined and computed at the following 
rates, after deducting the credits provided in section 
five: 

On the first five thousand dollars of taxable income 
or any part thereof, one per cent; 

On the next five thousand dollars of taxable income 
or any part thereof, one and one half per cent; 

On the next fifteen thousand dollars of taxable 
income or any part thereof, two per cent; 

On all taxable income in excess of twenty-five 
thousand dollars, three per cent. 

The tax imposed hereby shall apply only to income 
received by individuals who are at the time of receipt 
inhabitants of the commonwealth except as provided 
in the case of fiduciaries by section ten and in the 
case of partnerships by section fourteen, and shall 
not apply to income when received by corporations 
while acting otherwise than in a fiduciary capacity, 
nor to the income of property of an unincorporated 
association or organization when such property is 
exempt from taxation under clause seventh, eighth, 
ninth, tenth or thirteenth of section five of chapter 
fifty-nine. Income received by an unincorporated 
association, partnership or trust the beneficial interest 
in which is represented by transferable certificates of 
participation or shares, which is the measure of a 
tax under chapter sixty-three shall be taxable under 
this chapter after distribution in the hands of the dis- 
tributees, but only to the extent actually distributed. 

Section 4. In computing net income there shall be 
allowed as deductions from gross income: 

(1) All the ordinary and necessary expenses paid 
or incurred during the taxable year in carrying on any 
trade or business, including a reasonable allowance 
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for salaries or other compensation for personal serv- 
ices actually rendered, and including rentals or other 
payments required to be made as a condition to the 
continued use or possession, for the purposes of the 
trade or business, of property to which the taxpayer 
has not taken or is not taking title or in which he has 
no equity; : 

(2) All interest paid or accrued during the taxable 
year on indebtedness; 

(3) All taxes paid or acerued within the taxable 
year in respect of income, property or business, except 
inheritance taxes, but not including those assessed 
against local benefits of a kind tending to increase the 
value of the property assessed; 

(4) Losses sustained and liabilities incurred during 
the taxable year, and not compensated for by insur- 
ance or otherwise, if incurred in trade or business; 

(5) Losses sustained and liabilities incurred during 
the taxable year and not compensated for by insur- 
ance or otherwise, if incurred in any transaction 
entered into for profit, though not connected with 
the trade or business; 

(6) Losses sustained and liabilities incurred during 
the taxable year of property not connected with the 
trade or business, if arising from fires, storms, ship- 
wreck or other casualty, or from theft, and if not 
compensated for by insurance or otherwise; 

(7) Debts ascertained to be worthless and charged 
off within the taxable year if the amount has pre- 
viously been included in gross income in a return 
under this chapter or corresponding provisions of 
earlier laws; 

(8) A reasonable allowance for the exhaustion, 
wear and tear of property used in the trade or busi- 
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ness, including a reasonable allowance for obsoles- 
cence. 

The following items are not deductible in ascertain- 
ing net income: 

(1) Personal, living or family expenses. 

(2) Any amount paid out for new buildings or for 
permanent improvements or betterments made to 
increase the value of any property or estate. 

(3) Any amount expended in restoring property 
for which an allowance is or has been made. 

(4) Premiums paid on any life insurance policy 
covering the life of any employee or of any person 
financially interested in any trade or business carried 
on by the taxpayer, when the taxpayer is directly or 
indirectly a beneficiary under such policy. 

Section 5. In determining the amount of net 
income subject to tax, there shall be deducted from 
the net income ascertained as above provided, the 
following credits: 

(a) In the case of a single person, a personal exemp- 
tion of fifteen hundred dollars; or 

(b) In the case of the head of a family or a married 
person living with husband or wife, a personal exemp- 
tion of three thousand dollars. 

(c) A husband and wife living together shall receive 
but one personal exemption of three thousand dollars 
against their aggregate net income; and in case they 
make separate returns, the personal exemption of 
three thousand dollars may be taken by either or 
divided between them. 

(d) Two hundred and fifty dollars for each person 
(other than husband or wife) dependent upon and 
receiving his chief support from the taxpayer, if such 
dependent person is under twenty-one years of age 
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or is incapable of self-support because mentally or 
physically defective. 

Section 6. Persons who customarily estimate 
their income and expenditure on a basis other than 
that of actual cash receipts and disbursements may, 
with the approval of the commissioner, compute 
upon a similar basis their income taxable under this 
chapter. Persons who customarily estimate their 
income and expenditure on the basis of an established 
fiscal year instead of on that of the calendar year, 
may, with the approval of the commissioner, and 
subject to such rules and regulations as he may 
establish, return their income taxable under this 
chapter on the basis of such fiscal year in lieu of that 
of the calendar year. If a taxpayer with the consent 
of the commissioner changes his accounting period, 
he shall, in such time and manner as the commissioner 
may stipulate by rule or regulation, make return of his 
income for the period intervening between the end of 
his former accounting period and the beginning of his 
new accounting period, in which return the credits 
provided in section five shall be reduced to amounts 
which bear the same ratio to the full credits provided 
in said section as the number of months in such 
period bears to twelve months. 

Section 7. For the purpose of ascertaining the 
gain or loss from the sale or other disposition of real 
or personal property, the basis of determination, in 
case of property owned on January first, nineteen 
hundred and sixteen, shall be the fair market value 
on that date, and in case of property acquired by 
purchase thereafter, the cost thereof. If the property 
other than stock dividends in new stock of the com- 


pany issuing the same was acquired otherwise than 
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by purchase, the basis of determination of the gain 
or loss shall be the fair market value on the date 
when it was so acquired. 

When shares of new stock of the company issuing 
the same received as a stock dividend or shares of 
stock which were the basis of such stock dividend 
are sold, the basis of determination of the gain or loss 
shall be the cost, or fair market value when acquired 
otherwise than by purchase, of the stock which was 
the basis of such stock dividend apportioned over 
the old and new shares of such company held after 
the receipt of such stock dividend. In this para- 
graph, the word ‘‘company”’ shall include a partner- 
ship, trust or association the beneficial interest in 
which is represented by transferable certificates of 
participation or shares. 

Section 8. When property is exchanged for other 
property, the property received in exchange shall 
for the purpose of determining gain or loss be treated 
as the equivalent of cash to the amount of its fair 
market value, if any; but if, in any exchange of shares 
upon the reorganization of one or more corporations 
or of one or more partnerships, associations or trusts, 
the beneficial interest in which is represented by 
transferable shares, the new shares received in ex- 
change for the shares surrendered represent the same 
interest in the same assets, or if, upon the organiza- 
tion of a corporation, all its property is received by 
transfer from an individual in exchange for substan- 
tially all its shares, no gain or loss shall be deemed to 
accrue from the transaction until a further sale or 
exchange of such new shares, and then only with 
respect to the shares sold or exchanged. 

Section 9. The estates of deceased persons who 
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last dwelt in the commonwealth shall be subject to 
the tax imposed by this chapter upon all income re- 
ceived by such persons during their lifetime, if 
assessed within the time limited by section thirty. 
All taxes under this section shall be assessed to the 
executor or administrator, and before the appoint- 
ment of an executor or administrator said taxes shall 
be assessed in general terms to the estate of the 
deceased, and the executor or administrator subse- 
quently appointed shall be liable for the tax so 
assessed to the extent of the assets received by him. 


} No person shall be taxed under this chapter for income 


received from any executor or administrator which 
income has itself been taxed under this or the follow- 
ing section. 

Section 10. The income received by estates of 
deceased persons who last dwelt in the commonwealth 
and by estates held in trust by trustees or other 
fiduciaries, any one of whom is an inhabitant of the 
commonwealth or has derived his appointment from 
a court of the commonwealth, shall be subject to the 
tax imposed by this chapter to the extent that the 
persons to whom such income is payable, or for whose 
benefit it is accumulated, are inhabitants of the com- 
monwealth, and the tax thereon shall not be paid by 
the fiduciary, but there shall be included in computing 
the net income of each beneficiary who is an inhabit- 
ant of the commonwealth the share of the net income 
of the estate for the taxable year to the extent afore- 
said, which is payable to him or is accumulated for 
his benefit, whether distributed or not, or which in 
the discretion of the fiduciary is paid to him, or, if 
his net income for such taxable year is computed upon 
the basis of a period different from that upon the 
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339 basis of which the net income of the estate is com- 
340 puted, then his distributive share of the net income of 
341 the estate to the extent aforesaid for any accounting 
342 period of such estate ending within the fiscal or 
343 calendar year upon the basis of which such benefi- 
344 ciary’s net income iscomputed. The net income of an 
345 estate shall be computed in the same manner and on 
346 the same basis as is provided in this chapter for 
347 individual taxpayers. Income accumulated in trust 
348 for the benefit of unborn or unascertained persons or 
349 persons with contingent interests shall also be subject 
350 to the tax imposed by this chapter, and such tax 
351 shall be assessed to and paid by the fiduciary who 
352 shall be allowed on account of such income the same 
353 credit as is allowed a single person under section five. 
354 This section shall not apply to a trust taxable under 
355 chapter sixty-three, the beneficial interest in which 
356 is represented by transferable certificates of participa- 
357 tion or shares. 

358 Section 11. Corporations acting as trustee or in 
359 any other fiduciary capacity shall, with respect to the 
360 income received by them in that capacity, be subject 
361 to this chapter in the same manner and under the 
362 same conditions as individual inhabitants of the 
363 commonwealth acting in similar capacities, except 
364 that no such corporation shall be itself taxed on 
365 account of any intangible property the income of 
366 which would be taxable hereunder if received by an 
367 individual inhabitant, or on account of the income 
368 derived from such property, if such property is held 
369 by such corporation solely as mortgagee or pledgee 
370 to secure the payment of bonds, notes or other 
371 evidences of indebtedness the interest on which is 
372 taxable hereunder to such individual inhabitants of 
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the commonwealth as receive it or the principal of 
which is exempt from taxation under laws other than 
this chapter. 

Section 12. Every corporation liable for taxes 
under the preceding section shall make the returns, 
and the officers thereof shall be subject to the penal- 
ties, prescribed by this chapter. 

Section 13. For the purpose of facilitating the 
final settlement and distribution of estates held by 
trustees and other fiduciaries, the commissioner, 
with the approval of the attorney general, may on 
behalf of the commonwealth agree on the amount of 
taxes at any time due or to become due from such 
estates under this chapter, and payment in accord- 
ance with such agreement shall be full satisfaction. 
of the taxes to which the agreement relates. 

Section 14. Individuals carrying on business in 
partnership shall be liable for income tax only in 
their individual capacity. There shall be included 
in computing the net income of each partner his 
distributive share, whether distributed or not, of the 
net income of the partnership for the taxable year. 
The net income of the partnership shall be computed 
in the same manner and on the same basis as pro- 
vided in computing the net income of individuals, 
but the credits provided by section five shall be 
allowed only to the individual partners. This section 
shall not apply to a partnership taxable under chapter 
sixty-three, the beneficial interest in which is repre- 
sented by transferable certificates of participation or 
shares. 

Section 15. (a) The following individuals shall 
each make under the penalties of perjury a return 
stating specifically the items of his gross income and 
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the deductions and credits allowed under this chap- 
ter: 

(1) Every individual having a net income for the 
taxable year of fifteen hundred dollars or over, if 
single, or if married and not living with husband or 
wife; 

(2) Every individual having a net income for the 
taxable year of three thousand dollars or over if 
married and living with husband or wife; and 

(3) Every individual having a gross income for the 
taxable year of five thousand dollars or over, regard- 
less of the amount of his net income. 

(b) If a husband and wife living together have an 
aggregate net income for the taxable year of three 
thousand dollars or over, or an aggregate gross in- 
come for such year of five thousand dollars or over: 

(1) Each shall make such a return; or 

(2) The income of each shall be included in a 
single joint return, in which case the tax shall be 
computed on the aggregate income; 

(c) If the taxpayer is unable to make his own 
return, the return shall be made by a duly authorized 
agent or by the guardian or other person charged 
with the care of the person or property of such 
taxpayer. 

Section 16. Every fiduciary who is an inhabitant 
of the commonwealth or who derived his appointment 
from a court of the commonwealth (except receivers 
appointed by authority of law in possession of part 
only of the property of an individual) shall make 
under the penalties of perjury a return for each tax- 
able year for the individual, estate or trust for which 
he acts, and shall include in the return the name and 
address of each person to whom any share of the 
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income of the estate or trust is payable or for whose 
benefit any share thereof is accumulated and a state- 
ment of the amount of each such person’s share, 
whether or not distributed before the close of the 
taxable year. Fiduciaries required to make returns 
shall be subject to all the provisions of this chapter 
which apply to individuals. 

Section 17. Every partnership, other than one 
the beneficial interest in which is represented by 
transferable certificates of participation or shares, 
doing business in the commonwealth shall make a 
return for each taxable year stating specifically the 
items of its gross income and the deductions allowed, 
and shall include in the return the names and ad- 
dresses of the individuals who would be entitled to 
share in the net income if distributed, and the amount 
of the distributive share of each partner. The return 
shall be made by any one of the partners, under the 
penalties of perjury. 

Section 18. Returns shall be in such form as the 
commissioner may from time to time prescribe, and 
shall be filed on or before the fifteenth day of the 
third month following the end of the taxable year. 
Returns shall be filed with the income tax assessor 
for the district where the taxpayer resides or has his 
principal place of business or, at the option of the tax- 
payer, with the commissioner. 

Section 19. The commissioner shall prepare blanks 


9 for the returns required by sections fifteen to eight- 


een, inclusive, and shall cause them to be distributed 
throughout the commonwealth; but no person shall 
be excused from making the return by failure of the 
commissioner to send or give one of the blanks to him. 

Section 20. The commissioner shall annually give 
seasonable notice of the requirements of sections 
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476 fifteen to eighteen, inclusive, by posting or in any 
477 other suitable manner, not later than January 
478 fifteenth, in every city and town in the common- 
479 wealth. 

480 Section 21. If the commissioner shall, from infor- 
481 mation derived from the return or otherwise, be of 
482 opinion that any person whose income is taxable 
483 under this chapter may have failed to file a return, 
484 or to include in a return filed, either intentionally or 
485 through error, all the sources of his taxable income, 
486 he may require from such person a return or a sup- 
487 plementary return made under the penalties of per- 
488 jury, in such form in each individual instance as the 
489 commissioner prescribes, of all the sources from which 
490 the taxpayer received any income, whether or not 
491 taxable under this chapter in the year for which the 
492 return was made. lf from a supplementary return 
493 or otherwise the commissioner finds that any sources 
494 of taxable income have been omitted from the 
495 original return, he may require the amount of income 
496 from each source of taxable income so omitted to be 
497 disclosed to him under the penalties of perjury by the 
498 person liable for the tax and added to the original 
499 return. Such supplementary return and the correc- 
500 tion of the original return shall not relieve the person 
501 making the same from any of the penalties to which 
502 he may be liable under any provision of this chapter. 
503 The commissioner may proceed under any provision 
504 of sections twenty-three and twenty-eight to thirty, 
505 inclusive, whether or not he requires a return or a 
506 supplementary return under this section. 

507 Section 22. In case of sickness, absence or other 
508 disability, the commissioner may allow further time 
509 for filing any return required by this chapter. 

510 Section 23. In order to verify any return made 
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pursuant to this chapter the commissioner may, 
within two years after September first of the year 
in which such return was due, if he has reason to 
believe the return to be fraudulent or incorrect, 
direct by special authorization a deputy or other 
agent to verify the return; and for the purpose of 
such verification the books and papers of the person 
shall be open to the examining officer, or shall be 
produced for the purpose upon a summons, which the 
commissioner, or the examining officer, may issue. 
The person making the return may be examined by 
such officer on oath. 

Section 24. If any person fails to file, on or before 
May first of any year, a return required by this 
chapter, any justice of the superior court, on petition 
of the commissioner or the income tax assessor for 
the district where such person is required to file the 
return, or of any ten taxable inhabitants of the com- 
monwealth, shall issue a writ of mandamus requiring 
such person to file the return. The order of notice 
on the petition shall be returnable not later than ten 
days after the filing thereof. The petition shall be 
heard and determined on the return day or on such 
day thereafter as the court shall fix, having regard to 
the speediest possible determination of the cause 
consistent with the rights of the parties. The judg- 
ment shall include costs in favor of the prevailing 
party. All writs and processes may be issued from 
the clerk’s office in any county, and, except as afore- 
said, shall be returnable as the court orders. 

Section 25. Returns shall be open to the inspec- 
tion of the commissioner, and his deputies, assistants 
and clerks when acting under his authority, the 
director, and the income tax assessors, and their 
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578 


deputies, assistants and clerks when acting under 


their authority. The books, accounts and other 


records in the hands of the commissioner, except 
returns, shall be open to the inspection of the state 
auditor, and his deputies, assistants and clerks when 
acting under his authority for the purpose of auditing 
the accounts of the commissioner. Said returns sha! 
be preserved for two years, and thereafter until the 
commissioner orders them destroyed. The commis- 
sioner shall, on request of any inhabitant of the 
commonwealth, state whether or not any designated 
person has filed an income tax return for the current 
or any prior year. 

Section 26. Every employer, being an inhabitant 
of the commonwealth or having a place of business 
therein, shall file annually with the commissioner a 
return in such form as he shall from time to time 
prescribe, giving the names and addresses of all 
regular employees residing in the commonwealth to 
whom said employer has paid wages, salary or other 
compensation in excess of the sum of fifteen hundred 
dollars during the preceding calendar year, and may 
give the amount paid to each. In any individual 
case, upon request of the commissioner, the exact 
wages, salary or other compensation shall be stated. 

Every corporation and every partnership, associa- 
tion or trust the beneficial interest in which is repre- 
sented by transferable certificates of participation or 
shares, doing business in the commonwealth, shall 
annually file with the commissioner in such form as 
he shall from time to time prescribe, a complete list 
of the names and addresses of its shareholders, as of 
record on December thirty-first of the preceding 
year, or on any other date satisfactory to the com- 








40 


579 
580 
581 
582 
583 
584 
585 
586 
587 
588 
589 
590 
591 
592 
593 
594 
595 
596 
597 
598 
599 
600 
601 
602 
603 
604 
605 
606 
607 
608 
609 
610 
611 
612 
613 





HOUSE — No. 1075. [Jan. 


missioner, or, in its discretion of such shareholders 
as are residents of the commonwealth, together with 
the number and class of shares held by each share- 
holder and the rate of dividends paid on each class of 
stock for such preceding year. 

Every corporation, partnership, association or 
trust doing business in the commonwealth shall report 
annually to the commissioner, in such form as he 
shall from time to time prescribe, the names and 
addresses of all residents of the commonwealth to 
whom it has paid interest during the preceding calen- 
dar year on its bonds, notes or other evidences of 
indebtedness, and to whom it has paid any annuities, 
pensions or retirement allowances, except, however, 
interest coupons payable to bearer. In any individual 
case, any such corporation, partnership, association 
or trust shall, upon request of the commissioner, 
state the respective amounts of interest and annui- 
ties, pensions or retirement allowances, so paid by 
it to any person during any calendar year. 

The returns, lists and reports required by this 
section shall be made on or before March fifteenth in 
each year; but the commissioner may authorize 
them to be made at any other date and in connection 
with any other reports or returns that said individ- 
uals, partnerships, associations, trusts and corpora- 
tions may be required to file with him. 

Section 27. The treasurer of every city, town and 
county, and the comptroller, shall, annually not later 
than April tenth, in the form prescribed by the com- 
missioner, furnish to him names and addresses of all 
employees of said cities, towns, counties and of the 
commonwealth, respectively, receiving during the 
preceding calendar year as salary, wages, or other- 
wise, amounts exceeding fifteen hundred dollars in 











1929.] HOUSE — No. 1075. 41 


614 
615 
616 
617 
618 
619 
620 
621 
622 
623 
624 
625 
626 
627 
628 
629 
630 
631 
632 
633 
634 
635 
636 
637 
638 
639 
640 
641 
642 
643 
644 
645 
646 
647 
648 


each case, together with the amount received by 
each. 

Section 28. Not less than one half of the tax 
imposed under this chapter shall be due and payable, 
in advance of assessment by the commissioner, at the 
time the return of income is required to be filed, and 
the remainder, as determined by such assessment, 
on October first following. The commissioner shall 
determine from the returns required by this chapter, 
or in any other manner, the income of every person 
taxable thereunder, and shall assess thereon the tax 
hereby provided, giving proper credit to the taxpayer 
for any amount thereof paid in advance as aforesaid 
and including as a part of the tax assessed interest 
upon any deficiency of the amount of the tax required 
to be paid in advance of assessment, at the rate of 
six per cent per annum from the date when payable 
to said October first. The commissioner shall not 
determine the income of a person who has filed a 
return in accordance with sections fifteen to eighteen, 
inclusive, within the time prescribed by law to be 
in excess of that disclosed by such return, without 
notifying such person and giving him an opportunity 
to explain the apparent incorrectness of his return. 

Section 29. If any person who has failed to file a 
return, or has filed an incorrect or insufficient return, 
and has been notified by the commissioner of his 
delinquency, refuses or neglects within twenty days 
after such notice to file a proper return, or if any 
person files a fraudulent return, the commissioner 
shall determine the income of such person, taxable 
under this chapter, according to his best information 
and belief, and assess the same at not more than 
double the amount so determined. 

Section 30. If the commissioner finds from the 
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verification of the return, or otherwise, that the in- 
come of any person subject to taxation under this 
chapter or any portion thereof has not been assessed, 
he may, at any time within two years after Septem- 
ber first of the year in which such assessment should 
have been made, assess the same, first giving notice 
to the person so to be assessed of his intention, and 
such person shall thereupon have an opportunity 
within ten days after such notification to confer with 
the commissioner in person or by counsel or other 
representative as to the proposed assessment. After 
the expiration of ten days from such notification the 
commissioner shall assess the income of such person 
subject to taxation, or any portion thereof which he 
believes has not theretofore been assessed, with 
interest at six per cent upon each half of such assess- 
ment from the date it was due and payable under 
section twenty-eight to the date of assessment, and 
he shall thereupon give notice in the manner provided 
in said section thirty-two to the person so assessed, 
and the tax assessed or unpaid portion thereof with 
interest as aforesaid shall be payable fourteen days 
after the date of such notice. The provisions of this 
chapter in respect to the abatement and collection of 
taxes shall apply to a tax so assessed. Whenever, in 
the course of a verification of the returns of a taxpayer 
under section twenty-three, the commissioner finds 


) that an overpayment of the total amount of taxes 


due from such taxpayer has been made on any year’s 
return subject to verification, the amount of such 
overpayment shall be deducted from the amount of 
any additional tax and interest aforesaid found to be 
due on any other year’s return so verified, and only 
the net amount thus determined to be due shall be 
assessed additionally. 

















684 
685 
686 
687 
688 
689 
690 
691 
692 
693 
694 
695 
696 
697 
698 
699 
700 
701 
702 
703 
704 
705 
706 
707 
708 
709 
710 
711 
712 
713 
714 
715 
716 
717 
718 


1929.] 







































HOUSE — No. 1075. 43 





Section 31. The commissioner, with the approval 
of the attorney general, may from time to time make 
such rules and regulations, not contrary to this 
chapter, as he deems necessary to carry out its 
provisions. 

Section 32. Annually on or before September first 
the commissioner shall give written notice to every 
person taxable under this chapter of the amount of 
the tax assessed to him and the portion thereof 
remaining unpaid. The notice shall specify the date 
on which the tax assessed or unpaid portion thereof 
is due and payable, and it shall be mailed, postage 
prepaid, addressed to the person assessed at his place 
of residence or business, or at the address given in 
his return, or otherwise delivered at such place of 
residence or business or at such address. All taxes 
assessed hereunder, including advance payments 
may be paid at the office of the commissioner in 
Boston or at the office of the income tax assessor for 
the district where the taxpayer resides or has his 
principal place of business, at the option of the tax- 
payer, and the notice shall state the places at which 
the tax may be paid. Failure to receive such notice 
shall not affect the validity of the tax. 

Section 33. All taxes received by the income tax 
assessors shall be accounted for and turned over to 
the commissioner as often as once in each week. 

Section 34. If a tax assessed under this chapter, 
or any portion thereof, remains unpaid after the 
expiration of fourteen days from the date when due 
under section twenty-eight, interest at the rate of six 
per cent per annum from said due date shall be added 
to and become part of the tax. The commissioner 
shall have for the collection of taxes assessed under 
this chapter all the remedies provided by chapter 
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sixty for the collection of taxes on personal estate by 
collectors of taxes of towns. The officer to whom a 
warrant for the collection of such a tax is given shall 
collect said tax and interest upon the same at the 
rate of six per cent per annum from the time when 
such tax became due as aforesaid and may collect and 
receive for his fees the sum which an officer would be 
entitled by law to receive upon an execution for a 
like amount. Any action of contract brought to 
recover any such tax shall be brought in the name of 
the commonwealth. 

Section 35. If any income taxable under this 
chapter, received by executors, administrators, trus- 
tees, or other fiduciaries, is duly assessed to them 
thereunder and they neglect to pay the same, any 
such fiduciary shall be personally liable therefor to the 
commissioner in contract, and may be allowed in his 
account for the amount paid by him. 

Section 36. Any person aggrieved by the assess- 
ment of a tax under this chapter may apply to the 
commissioner for an abatement thereof at any time 
within six months after the date of the notice of the 
assessment, or, if he dies during said six months his 
executor or administrator may apply for such abate- 
ment within one month after his appointment; and 
if, after a hearing, the commissioner finds that the 
tax is excessive in amount or that the person assessed 
is not subject thereto, he shall abate it in whole or in 
part accordingly. If the tax has been paid, the state 
treasurer shall repay to the person assessed the 
amount of such abatement, with interest thereon at 
the rate of six per cent per annum from the time when 
it was paid, but not earlier than October fifteenth 
next following the date his return was due to be filed, 
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without any appropriation therefor by the general 
court. The commissioner shall notify the petitioner 
by registered letter of his decision upon the petition. 

Section 37. No tax assessed on any person liable 
to taxation under this chapter shall be abated in any 
event unless the person assessed shall have filed, at 
or before the time of bringing his petition for abate- 
ment, a return as required by sections fifteen to 
eighteen, inclusive; and if he failed without good 
cause to file his return within the time prescribed by 
law, or filed a fraudulent return, or, having filed an 
incorrect or insufficient return, has failed, after 
notice, to file a proper return, the commissioner shall 
not abate the tax below double the amount for which 
the person assessed was properly taxable under this 
chapter. 

Section 38. Any person aggrieved by the refusal 
of the commissioner to abate, in whole or in part, 
under section thirty-six, a tax assessed under this 
chapter, may appeal therefrom, within thirty days 
after receiving notice of the decision of the commis- 
sioner, by filing a complaint with the clerk of the 
board of appeal from decisions of the commissioner. 
If, on hearing, said board finds that the person mak- 
ing the appeal was entitled to an abatement under 
said section thirty-six from the tax assessed on him, 
it shall make such abatement as it sees fit. The 
decision of the board of appeal shall, except as other- 
wise provided herein, be final and conclusive, and 
shall be communicated in writing to the petitioner 
and the commissioner within five days thereafter. 
Any taxes assessed under this chapter or correspond- 
ing provisions of earlier laws, which are unpaid and 
uncollectible, may be abated by the board of appeal 
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on the recommendation of the attorney general and 
the commissioner at any time after the expiration of 
five years from the date when the same became 
payable. 

Section 39. If the tax abated has been paid, the 
state treasurer shall, upon presentation to him by the 
petitioner of the notice of the decision of the board, 
repay to him the amount of the abatement and 
interest at the rate of six per cent per annum from 
the time of payment, but not earlier than October 
fifteenth next following the date his return was due 
to be filed, without any appropriation therefor by the 
general court. 

Section 40. Any person aggrieved by the refusal 
of the commissioner to abate in whole or in part under 
section thirty-six a tax assessed under this chapter, 
and who has paid his tax, may, instead of pursuing 
the remedy provided in section thirty-eight, appeal 
from such refusal by filing a complaint against the 
commissioner in the superior court for the county 
where such person resides or has his principal place 
of business, or, if such person claims a domicile 
without the commonwealth, by filing a complaint 
against the commissioner in the superior court for 
any county, within thirty days after the notice by 
the commissioner of his decision in accordance with 
said section thirty-six. An order of notice shall be 
issued by said court and served on the commissioner 
within such time as the court directs, and subsequent 
proceedings shall be conducted in accordance with 
sections sixty-five to sixty-eight, inclusive, of chapter 
fifty-nine. If an abatement is granted, the amount 
thereof shall be repaid to the complainant by the 
state treasurer, with costs, and with interest at the 
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rate of six per cent per annum from the time when 
the tax was paid, but not earlier than October fifteenth 
next following the date his return was due to be filed, 
without any appropriation therefor by the general 
court. 

Section 41. The remedies provided by sections 
thirty-six to forty, inclusive, shall be exclusive, 
whether or not the tax is wholly illegal. But the 
word ‘“‘exclusive”’ in this section shall not be con- 
strued to deprive any person of a right of action at 
law in any federal court. 

Section 42. If any part, subdivision or section of 
this chapter shall be declared unconstitutional, the 
validity of its remaining provisions shall not be 
affected thereby. 

Section 43. If any person required to file a return 
under this chapter fails to file the return within the 
time prescribed therein, the sum of five dollars for 
every day during which such person is in default 
shall be added to, and become part of the tax, as an 
additional tax; but the commissioner may, in his 
discretion, abate any such additional tax in whole 
or in part. 

Section 44. Whoever files a fraudulent return, and 
whoever having failed to file a return or having filed 
an incorrect or insufficient return without reasonable 
excuse fails to file a return within twenty days after 
receiving notice from the commissioner of his delin- 
quency, shall be punished by a fine of not less than 
one hundred nor more than ten thousand dollars, or 
by imprisonment for not more than one year, or both, 
and shall forfeit his right to hold public office any- 
where within the commonwealth for such period, 
not exceeding five years, as the court determines. 








48 


855 
856 
857 
858 
859 
860 
861 
862 
863 
864 
865 
866 
867 
868 
869 
870 
871 
872 
873 
874 
875 
876 
877 
878 
879 
880 
881 
882 
883 
884 
885 
886 
887 
888 





HOUSE — No. 1075. [Jan. 


Section 45. Any individual, partnership, associa- 
tion, trust or corporation failing without reasonable 
excuse to file a return, list or report, or otherwise 
give information, as required by section twenty-six, 
shall be punished by a fine of not less than twenty- 
five nor more than five hundred dollars. 

Section 46. The disclosure by the commissioner, 
or by any deputy, assistant, clerk or assessor, or 
other employee of the commonwealth, or of any city 
or town therein, to any person but the taxpayer or 
his agent, of any information whatever contained in 
or set forth by any return filed under this chapter, 
other than the name and address of the person filing 
it, except in proceedings to collect the tax or for the 
purpose of criminal prosecution under this chapter, 
shall be punished by a fine of not more than one 
thousand dollars, or by imprisonment for not more 
than six months, or both, and by disqualification 
from holding office for such period, not exceeding 
three years, as the court determines. 

Section 47. Section twenty-four and the penal- 
ties provided by sections forty-three and forty-four 
shall apply to individuals and corporations acting in 
any fiduciary capacity. In the case of a corporation, 
the penalty may be imposed on the corporation, on 
the officers whose duty it was to make the return, or 
on both. 

Section 48. In the case of a partnership one or 
more members of which are inhabitants of the com- 
monwealth and which has a usual place of business 
in the commonwealth, the penalties imposed by this 
chapter may be inflicted upon any member of the 
partnership who is an inhabitant of the common- 
wealth and who has any active part in the manage- 
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ment of the affairs of the partnership, and if there is 
no such member, upon the persons in charge of its 
affairs in this commonwealth. In the case of a part- 
nership, association or trust, the beneficial interest 
in which is represented by transferable certificates of 
participation or shares, the penalties imposed by this 
chapter for failure to file a return, list or report may 
be inflicted upon the trustees, managers or officers 
whose duty it was to make the return. 


Section 2. Chapter fifty-eight of the General 
Laws, as amended in section eighteen by section two 
of chapter fifty-four of the acts of nineteen hundred 
and twenty-two, by section one of chapter two hun- 
dred and twenty-two of the acts of nineteen hundred 
and twenty-four and by section one of chapter two 
hundred and twenty-two of the acts of nineteen hun- 
dred and twenty-seven, is hereby further amended 
by striking out said section eighteen and inserting 
in place thereof the following: — 

Section 18. The state treasurer shall annually 
on or before April first distribute and pay the amounts 
of taxes on incomes under chapter sixty-two thereto- 
fore collected by the commonwealth, including 
interest, to the several cities, towns and districts in 
proportion to the amount of the last preceding state 
tax imposed upon each of them and shall annually 
on or before November twentieth distribute and pay 
to such cities, towns and districts in the same pro- 
portion the balance of such taxes collected after 
said April first including interest, after deducting a 
sum sufficient to reimburse the commonwealth for 
the expenses incurred in the collection and distribu- 
tion of said tax and for such taxes paid under said 
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chapter sixty-two as have been refunded under said 
chapter or section twenty-seven of this chapter 
during the then current year, together with any 
interest or costs paid on account of refunds, which 
shall be retained by the commonwealth, and a 
sufficient sum to be distributed under part I of 
chapter seventy. 


SecTIon 3. Said chapter fifty-eight is hereby 
further amended by striking out section nineteen and 
inserting in place thereof the following: — 

Section 19. Annually on or before August first 
the commissioner shall upon the basis of the infor- 
mation then in his possession, notify the assessors 
of each city and town of the amount it is to receive 
in any distribution of the tax upon income to be made 
after said date. Said assessors, in determining the 
rate of taxation to be levied on taxable property for 
the year, shall include in the estimated receipts law- 
fully applicable to the payment of expenditures the 
aforesaid amount. 


SecTion 4. Section five of chapter fifty-nine of 
the General Laws, as most recently amended by sec- 
tions three and four of chapter three hundred and 
seventy-nine of the acts of nineteen hundred and 
twenty-eight, is hereby further amended by striking 
out clauses twenty-seventh to thirty-fifth, inclusive, 
and inserting in place thereof the following: — 

Twenty-seventh, Intangible property the income 
of which is taxable under chapter sixty-two. 

Twenty-eighth, Deposits in savings banks char- 
tered by the commonwealth or in the Massachusetts 
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14 
15 
16 
17 
18 
19 
20 


Hospital Life Insurance Company, or in the savings 
department of any trust company so chartered. 

Twenty-ninth, Capital stock and personal prop- 
erty of co-operative banks. 

Thirtieth, Intangible property, the income of which 
is not taxable under chapter sixty-two, held by any 
fiduciary in the commonwealth. 

Thirty-first, Motor vehicles subject to taxation 
under the provisions of chapter sixty A. 
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ANALYSIS OF THE PROVISIONS OF THE PROPOSED 


NEW CHAPTER 62, TAXATION OF PERSONAL 
INCOMES, WHICH IS SUBMITTED HEREWITH. 


_ Section of 
Existing Chap- 


Section of Subject Matter. ter 62, as Most 
the Proposed Recently 

Chapter amended. 

§ 1 Definition section based in part on New York personal in- 


$2 


come tax law and on the federal income tax law. 
Definition of gross income is based on New York and fed- 
eral law, with express provision for excluding stock 
dividends on account of Massachusetts decisions and 
express provision for including income from annuities. 
The third paragraph ‘ ‘ - : § 1 (Sf) 
The fourth paragraph is adapted en the federal on, 
Paragraphs numbered (1) to (4), inclusive, are based on 
New York and federal law. 
Paragraph (5) exempts stock dividends, when received, and 
(6) is an exemption of income which is exempt by the 
Constitution and laws of the United States. 


Paragraphs (7) and (8) . . ; . - § 8 (c), § 8 (d) 
Paragraph (9) . p J e 1 (a), Second, in part 
Note. — This removes the enengtion fem taxation of 


income from our state and municipal securities after 
a date to be fixed. 


Paragraph (10) . ‘ . ‘ P ‘ ‘ ‘ $s~ 
Paragraph (11) ‘ ‘ ‘ $ 8 (9) 

Based on New York and tedenet hoe ont also tetedes ex- 
emptions : ; ; : § 8 (5), § 8 (e) 

Based on New York ond federal tow. 

Based on New York and federal law . see § 5 (b), § 6 (A), § 8 (a) 
Last sentence is from the federal law , §7 
: ‘ ‘ ; $5 (c) and § 7 in part 
In part new . 7 ‘ , ; , . ; §$ 5 (c) in part 
$9 


Adapting our present law tou a graded income tax by re- 
quiring payment by the beneficiaries instead of the 
fiduciaries ; : “ ; : : ‘ . §9 and $10 

é ; § 14 
§ 15 
, " ; ° : § 16 

Based on New York law. 

Based on federal law. 

Based on New York law. 

Based on New York law. 

§ 24 
§ 26 
§ 27 
§ 28 








192 


Sec 
the F 
Ch: 
§ 22 
§ 23 
§ 24 


00% 00» cor 00" 
t t to 
ea) & C3 


t 
or. 











1929.] HOUSE — No. 1075. 53 


Section of 
Existing Chap- 
Section of Subject Matter. ter 62, as Most 
the Proposed Recently 
Chapter. amended. 
$22. ; , , , ; ; ; § 29 
§23 : : § 30 
§ 24 Provides for « writ of mandamus to the Superior Court 
instead of the Supreme Judicial Court, to require a 
person to file a return § 31 
§ 25 § 32 
§ 26 § 33 
|) aa ; . ; ' : ‘ 2 , : ; § 34 
§ 28 With new provisions providing for the payment of not less 
than half the tux at the time of the return ‘ : § 35 
§ 29 § 36 
§30.. ‘ ; 7 ; z 3 : : ‘ , § 37 
§ 31 New provision requiring approval of rules and regulations 
by attorney general 3 ‘ : ‘ ‘ : § 38 
§32 . ' , § 39 
§33 ; ; ; , § 40 
$34. ‘ ; : : ‘ : : ; ‘ . § 41 
$35. . § 42 
§36 . ; : § 43 
$37. . P , j : ; : ‘ : ; § 44 
$38. . . : : ; * : : é : § 45 
$39. , ; ‘ ; : P ; ; ; ; § 46 
$40... , ‘ : ; . ’ : ; Er ‘ § 47 
Sas F ; 7 ‘ ; ; . : ; ‘ § 48 
$42... ‘ ‘ : : ; ; ; : ; ' § 54 
$43. ; ; § 55 
$44 § 56 
$45. ; : : : ; ; : . : : § 57 
§46 ‘ ; ’ ; . ; ‘ : ‘ , § 58 
$47... ‘ ‘ ; ‘ ; . ; ; § 59 
§ 45 § 60 


Section 2 of the bill amends section 18 of chapter 58 of the General Laws and 
makes provision for early distribution of the proceeds of the tax resulting 
from payment of a part thereof at the time of filing the return. 

Section 3 of the bill amends section 19 of said chapter 58 to correspond with 
the preceding amendment. 

Section 4 of the bill amends section 5 of chapter 59 of the General Laws so as 
to bring the exemptions from locul taxation into harmony with the pro- 
posed chapter 62. 
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DISPOSITION OF PRESENT CHAPTER 62, GENERAL 
LAWS, AS MOST RECENTLY AMENDED. 


Section of Section of 
Existing Subject Matter. Proposed New 
Law. Chapter. 


§ 1 In the main omitted, because all classes of income are 
taxable under § 3 of the bill when received, including 
rents and interest on real estate mortgages and in- 
terest on our state and municipal bonds, etc., after a 
certain date to be established, but excluding stock 
dividends when received. 

But for § 1 (a) Second, see § 2 of the bill. 
And for § 1 (f), see § 2 of the bill. 

§ 2 Omitted because New York and federal law systems of 
deductions are adopted in the bill. 

§ 3 Omitted because New York and federal law systems 


=n 


deductions are adopted in the bill. 
§ 4 Omitted. 
§5 Omitted. See, supra, note to § 1, but for part of § 5 (c) 
of 
§ 7 of the bill; and for part of § 5 (c) relating to re- 
organization of corporations, see § 8 of bill. 


reluting to stock dividends, see second paragraph 





§ 6 See, supra, note to § 2, except clause (hk) thereof, in which 
case see § 5 (d) of the bill. 


car . R ‘ : : : : ‘ ; . $6and $7 
§ 8 Clause (a) omitted See § 2 (7), § 2 (8), § 2 (10), § 2 (11), $3 
§9 . ‘ : . : . ‘ § 9 and § 10 
§ 10 Part relative to deductions omitted ; ; : : § 10 
§ 11) 
§ 12 ) Omitted. 
§ 13 | 
§ 14 § 11 
§ 15 § 12 
om . : . ‘ ‘ ; ; ‘ : ; : § 13 
§$§ 17 to 21, inclusive. Omitted. Under the proposed bill the 


partners pay the tax instead of the partnerships. 
Partnerships, associations and trusts, the beneficial in- 
terest in which is represented by transferable shares, 
are taken care of in « different manner. 

3 Omitted because of adoption of New York and 
federal system of returns. 


on 
to 
to 
on 
bo 


§24.. : ; : . ; §18 

§ 25 Omitted, see note to §§ 22, 23, supra. 

§ 26 § 19 

§ 27 § 20 
98 21 

: 29 22 

§ 30 ‘ § 23 
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Section of Section of 
Existing Subject Matter. Proposed New 
Law. hapter. 
§ 31 § 24 
§ 32 § 25 
§ 33 § 26 
§ 34 § 27 
§ 35 § 28 
§ 36 § 29 
§ 37 § 30 
§ 38 § 31 
§ 39 § 32 
§ 40 § 33 
§ 41 § 34 
§ 42 § 35 
§ 43 § 36 
§ 44 § 37 
§ 45 § 38 
§ 46 § 39 
§ 47 § 40 
§48. : ‘ ; ‘ § 41 
$§ 49 to 53, inclusive. Omitted. 
§ 54 § 42 
$55. ‘ ‘ : § 43 
§ 56 Last sentence omitted § 44 
§ 57 § 45 
§ 58 § 46 
§ 59 § 47 
§ 60 § 48 
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APPENDIX B. 


ORDERS. 


Whereas, There is pending before the General Court a bill 
entitled ‘“‘An Act imposing a general graded tax on personal 
incomes,” printed as Appendix A, in House Document No. 1075, 
a copy of which is hereto annexed; and 

Whereas, Doubt exists as to the constitutionality of said bill 
if enacted into law; therefore be it 

Ordered, That the opinions of the Honorable the Justices of 
the Supreme Judicial Court be required on the following im- 
portant questions of law: 

1. In imposing taxes on incomes, may the general court, con- 
formably to the provisions of the Constitution of the Common- 
wealth, provide for the grading of said taxes in respect to the 
amount of income received? 

2. May the General Court, conformably to the provisions of 
the Constitution of the Commonwealth, impose graded taxes 
on incomes substantially as provided in section 3 of said bill? 

3. Would any provision of said section 3 contravene the 
Constitution of the United States? 


Whereas, There is pending before the General Court a bill 
entitled ‘An Act imposing excise taxes measured by income and 
otherwise upon certain corporations and analogous forms of 
organization,” printed as Appendix D, in House Document 
No. 1075, a copy of which is hereto annexed; and 

Whereas, Doubt exists as to the constitutionality of said bill 
if enacted into law; therefore be it 

Ordered, That the opinions of the Honorable the Justices of 
the Supreme Judicial Court be required on the following im- 
portant questions of law: 

1. May the General Court, conformably to the provisions of 
the Constitution of the Commonwealth, levy an excise tax on 
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the transaction of business by associations, partnerships and 
trusts, the beneficial interest in which is represented by trans- 
ferable certificates of participation or shares? 

2. Is the transaction of business by an association, partner- 
ship or trust the beneficial interest in which is represented by 
transferable certificates of participation or shares, a “‘commod- 
ity” within the meaning of Art. IV of Section I of Chapter 
I of Part the Second of the Constitution of the Commonwealth 
authorizing the General Court “to impose and levy reasonable 
duties and excises upon any produce, goods, wares, merchandise, 
and commodities, whatsoever, brought into, produced, manu- 
factured, or being within the same’’? 

3. May the General Court, conformably to the provisions of 
the Constitution of the Commonwealth, levy an excise tax on 
such associations, partnerships and trusts, substantially as pro- 
vided in section 4 of said bill? 

4. Would any provision of said section 4 contravene the 
Constitution of the United States? 
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APPENDIX C. 


PROPOSAL FOR A LEGISLATIVE AMENDMENT OF 
THE CONSTITUTION RELATIVE TO THE AU- 
THORITY OF THE GENERAL COURT TO LEVY 
EXCISE TAXES. 


A joint session of the senate and house of representatives 
hereby declares it to be expedient to alter the constitution by 
the adoption of the following article of amendment, to the end 
that it may become a part of the constitution if similarly agreed 
to in a joint session of the next general court and approved by 
the people at the state election next following: — 


ARTICLE OF AMENDMENT. 


Full power and authority are hereby given and granted to the 
general court to impose and levy reasonable duties and excises 
upon the receipt of income, from whatever source derived, and 
also upon the transaction of business by corporations, unincor- 
porated associations, partnerships, trusts or otherwise, measured 
by the amount of income received or other reasonable method. 
Such duties and excises may be graded in respect to the amount 
of income received, or classified, or both, but all such duties 
and excises shall be uniform throughout the commonwealth. 
Reasonable exemptions may, in the discretion of the general 
court, be granted therefrom, and also, in connection with the 
imposition and levying of such duties and excises, from the 
imposition and levying of proportional and reasonable assess- 
ments, rates and taxes, as to any class of property. The power 
to impose and levy duties and excises under this article shall 
not be affected by any limitation or restriction applicable to 
the imposition and levying of proportional and reasonable 
assessments, rates and taxes. Nothing contained in this article 
shall abridge or limit any power or authority granted to the 
general court by any other provision of the constitution to im- 
pose and levy any kind of tax. 
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APPENDIX D. 


Che Commonwealth 


of Wassachusetts 


In the Year One Thousand Nine Hundred and Twenty-Nine. 


An Act imposing Excise Taxes measured by Income and 


Otherwise upon Certain Corporations and Analogous 


Forms of Organization. 


Be it enacted by the Senate and House of Repre- 
sentatives in General Court assembled, and by the 
authority of the same, as follows: 


1 SECTION 1. 


The General 


Laws are hereby 


2 amended by striking out chapter sixty-three and 


3 inserting in place thereof the following: — 


4 CHAPTER 63. 


5 TAxXaTION OF CoRPORATIONS AND ANALOGOUS 


6 FORMS OF ORGANIZATION. 


Sect. 
1. Definitions 
2. Excise on corporate franchise of certain 
t domestic corporations, associations, 
etc 
Minimum tax. 
3. Excise on doing of business by certain 
foreign corporations, 
} etc. Banks, ete. 
4. Associations, trusts and partnerships 
with transferable shares 
5. Affiliated 
ete., and subsidiaries. 
6. Corporations participating in consoli- 
dated federal returns. 
7. Same subject. 
8. Returns by certain corporations, asso- 
ciations, etc. 
9. Correction of return, additional tax. 


associations, 


corporations, associations, 





Repayment of excess. 


SEcT. 

10. Taxable net income of domestic busi- 
ness corporations, etc., determina- 
tion by commissioner. Allocation. 

11. Allocation of income of domestic busi- 
ness corporations (continued). 


12. Taxable net income of foreign corpora- 
tions, etc., determination by com- 
missioner. Allocation. 

13. Alternative method of allocation for 
foreign corporations, etc. 

14. Allocation of income of certain public 
utility corporations, ete. 

15. Assessment and payment in two instal- 
ments. 

16. Assessment of additional tax. 

17. Return, omission, incorrect,  etc., 
double assessment. 

18. Rules and regulations. 

19. Notice of tax. 
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Sct. Sect. 
20. Return, late, penalty. 36. Penalty on insurance companies for 
21. Return, fraudulent, etc., penalty. failure to make return, etc. 
22. Abatements by commissioner. Appeal. 37. Assessment on insurance companies 
23. Transfer of assets without notice to and notice, correction, appeal. 
commissioner. 38. Recovery of tax on insurance compa- 
24. Savings banks, credit unions, savings nies; injunction. 
departments of trust companies, 39. Corporations interested in ships and 
co-operative banks. vessels. 
25. Massachusetts Hospital Life Insurance 40. Taxes in this chapter not exclusive. 
Company. 41. Verification of returns; examination of 
26. Savings and insurance banks. books, etc. 
27. Savings and insurance banks; exemp- 42. Interest on unpaid taxes. 
tions. 43. Appeals; repayment. Abatement of 
28. Abatements to savings banks, etc. uncollectible taxes. 
29. Life insurance companies. 44. Returns, inspection by certain officials. 
30. Retaliatory tax on foreign life insur- | 45. Collection of tax by warrant. 
ance companies. 46. Action of contract to recover tax. 
31. Domestic fire, marine and other insur- 47. Lessee of corporate property liable for 
ance companies. tax. 
32. Similar foreign companies. 48. Collection of unpaid taxes by informa- 
33. Deductions to certain insurance com- tion; injunction. 
panies. 49. Validity of tax, determination by su- 
34. Returns of fire, marine and other in- preme, ete., court. 
surance companies. 50. Reimbursement of tax illegally exacted. 
35. Books of insurance companies, inspec- 51. Penalties and forfeitures, recovery. 
tion. Injunction. 


7 ~# Section 1. 





When used in sections one to twenty- 


8 three, inclusive, the following terms shall have the 


eo) 


following meanings: 


10 ‘‘Bank”’, any bank, banking association or trust 


11 company doing business within the commonwealth, 


12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 


whether of issue or not, existing by authority of the 
United States or of a foreign country, or of any law 
of the commonwealth not contained in chapters one 
hundred and sixty-eight to one hundred and seventy- 
one, inclusive, and chapters one hundred and 
seventy-three and one hundred and seventy-four. 
‘Domestic business corporation’’, every corpora- 
tion organized under or subject to chapter one hun- 
dred and fifty-six, except corporations organized 
under the provisions of section ten of chapter one 
hundred and fifty-seven, and every association, 
partnership and trust established for purposes for 
which domestic corporations may be organized under 
said chapter one hundred and fifty-six, which by the 
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26 
27 
28 
29 
30 
31 
32 
33 
34 


35 
36 
37 
38 
39 
40 
4] 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 


provisions of section four is taxable under section 
two. 

‘Foreign corporation’’, every corporation, asso- 
ciation or organization established, organized or 
chartered under laws other than those of the com- 
monwealth, for purposes for which domestic cor- 
porations may be organized under chapter one 
hundred and fifty-six, which has a usual place of 
business in this commonwealth, or is engaged here, 
permanently or temporarily, in the construction, 
erection, alteration or repair of a building, bridge, 
railroad, railway or structure of any kind and every 
association, partnership and trust established for the 
aforesaid purposes, which by the provisions of sec- 
tion four is taxable under section three; provided, 
that said term shall not apply to such corporations, 
associations or organizations without capital stock 
as are subject to taxation under section eighteen of 
chapter one hundred and fifty-seven. 

‘“‘Net income”’, the net income for the taxable 
year as required to be returned by the corporation 
to the federal government under the federal revenue 
act applicable for the period, adding thereto any 
net losses, as defined in said federal revenue act, 
that have been deducted and all interest and divi- 
dends not so required to be returned as net income 
except dividends in liquidation paid from capital. 

“Taxable year’, the fiscal or calendar year for 
which the corporation was required to make its 
last return to the federal government due prior to 
April first of the year in which the tax is to be 
assessed or, if such return was for a fractional period, 
a full year, including and ending with such fractional 


59 period. 
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Section 2. Every domestic business corporation 
as defined in section one, and every other corpora- 
tion organized under general or special laws of the 
commonwealth for purposes of business or profit, 
having a capital stock divided into shares, including 
every trust company, but excluding every other 
corporation taxable under any provision of sections 
twenty-four to thirty-eight, inclusive, shall pay 
annually, with respect to its corporate franchise, an 
excise equal to four and one half per cent of its net 
income determined to be taxable in accordance with 
the provisions of this chapter; provided, that every 
such corporation, except a bank as defined in section 
one, shall pay annually a total excise not less in 
amount than one twentieth of one per cent of the 
book value of its capital, surplus and undivided 
profits as of the last day of the taxable year. 

Section 3. Every foreign corporation as defined in 
section one, every bank or banking association doing 
business within the commonwealth, whether of 
issue or not, existing by authority of the United 
States or of a foreign country, every railroad, street 
railway or electric railroad corporation or company 
organized elsewhere than in the commonwealth but 
having lines therein, every telephone company 
organized without the commonwealth for the pur- 
pose of establishing, owning or licensing others to 
use telephones or other apparatus or appliances 
pertaining thereto but having in use within it any 
of its lines or telephones, and every corporation or 
association chartered or organized without the com- 
monwealth which owns, controls or uses a line of tele- 
graph within the commonwealth, shall pay annually, 
with respect to the carrying on or doing of business 
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by it within the commonwealth, an excise equal to 
four and one half per cent of its net income deter- 
mined to be taxable in accordance with this chapter; 
provided, that every such corporation, except a 
bank as defined in section one, shall pay annually a 
total excise not less in amount than one twentieth 
of one per cent of such proportion of the book value 
of its capital, surplus and undivided profits as of 
the last day of the taxable year as the assets, both 
real and personal, employed in any business within 
the commonwealth on said day bear to the total 
assets of the corporation employed in business on 
said day. 

Section 4. Every association, trust or partner- 
ship, the beneficial interest in which is represented 
by transferable certificates of participation or 
shares, shall pay annually, with respect to the 
carrying on or doing of business by it within the 
commonwealth, the excise levied by section two; 
provided, in lieu thereof, that if it appears that 
such an association, trust or partnership has its 
principal place of business outside the common- 
wealth, and that it is not within the taxing juris- 
diction of the commonwealth except as to property 
actually located in and business attributable to the 
commonwealth, it shall, with respect to the carrying 
on or doing of business therein, pay annually the 
excise levied by section three. The word “‘corpora- 
tion’’ or ‘‘company’”’ as used in this chapter, except 
where the context otherwise requires, shall include 
an association, trust or partnership subject to this 
section. 

Section 5. The net income of a corporation 
taxable under sections one to fourteen, inclusive, 
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which is affiliated, as hereinafter defined, with 
another corporation or corporations not so taxable, 
shall be its true earnings, assignable to business in 
this commonwealth, irrespective of its earnings as 
disclosed by its books of account. Said earnings 
shall be determined by allowing fair compensation 
to the corporation for all commodities sold to or 
services performed for its affiliated corporation or 
corporations, and by eliminating all payments and 
credits to or charges by its affiliated corporation or 
corporations or officers or agents thereof in excess 
of the fair value of the property, services or other 
consideration given therefor, and by otherwise 
eliminating or modifying items of account represent- 
ing intercompany transactions in such manner as 
to establish the earnings of the corporation so taxable 
upon a fair basis. If, in the opinion of the commis- 
sioner, the corporation’s return does not disclose 
its true earnings determined as aforesaid, the com- 
missioner shall, after notice and opportunity for 
hearing, determine said earnings on a fair and 
equitable basis in pursuance of the data contained 
in the return or otherwise available, and, for such 
purpose, may presume that any one of the following 
proportionate parts of the combined net income of 
all the affiliated corporations, or a proportionate 
part based on two or more thereof, fairly reflects 
the true earnings of the corporation so taxable, and 
may assess such corporation accordingly : — 

(1) Such proportionate part of such combined 
net income as the gross sales of such corporation 
assignable to this commonwealth bear to the com- 
bined gross sales of the corporation and its affiliated 
corporation or corporations; 

(2) Such proportionate part of such combined net 
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income as the gross receipts of such corporation 
assignable to this commonwealth bear to the com- 
bined gross receipts of the corporation and its 
affiliated corporation or corporations; 

(3) Such proportionate part of such combined 
net income as the value of the tangible property of 
such corporation within the commonwealth bears 
to the combined value of the tangible property of 
the corporation and of its affiliated corporation or 
corporations; 

(4) Such proportionate part of such combined 
net income as the total expenditure of such corpora- 
tion for wages, salaries, commissions or other com- 
pensation to employees, assignable to this common- 
wealth, bears to the total expenditure of all the 


affiliated corporations for wages, salaries, commis- 


sions or other compensation. 

Or, in lieu of an assessment as aforesaid, the com- 
missioner may assess upon such corporation as a 
minimum tax an amount equal to one-tenth of one 
per cent of such corporation’s gross receipts for the 
taxable year from business assignable to this com- 
monwealth as defined in clause six of section eleven, 
but proceeding under this paragraph shall not pre- 
vent the commissioner from subsequently deter- 
mining the net income taxable to such corporation 
in accordance with any other provision of this sec- 
tion, if, from a verification of a return or otherwise, 
an additional tax is found to be due. 

A corporation shall be deemed to be affiliated 
with another corporation or corporations within the 
meaning of this section: — 

(a) In case it owns or controls, directly or in- 
directly, substantially all of the capital stock of such 
other corporation or corporations; 
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(b) In case it is owned or controlled, directly or 
indirectly, by such other corporation or corpora- 


tions; 
(c) In case substantially all of its capital stock 
is owned or controlled, directly or indirectly, by 


interests owning or controlling such other corpora- 
tion or corporations 

When any corporation taxable under sections 
one to fourteen, inclusive, conducts its business in 
such a manner as either directly or indirectly to 
benefit the members or stockholders thereof, or any 
person interested in such business, by selling its 
products or the goods or commodities in which it 
deals at less than the fair price which might be 
obtained therefor, or by rendering services for less 
than a fair compensation, or by paying or being 
charged more than fair compensation for services, 


the commissioner shall determine the amount of 


true income of such corporation for the taxable 


year, having due regard to the reasonable profits 
which but for such arrangement or understanding 
might or could have been obtained, and such amount 
shall be its net income for the purpose of measuring 
the excise imposed by this chapter. 

Section 6. If two or more corporations subject 
to taxation under sections one to fourteen, inclusive, 
are the only participants in the filing of a consoli- 
dated return of income to the federal government, 
such tax may, at their option, be measured by their 
combined net income, which tax shall be assessed 
to all said corporations and collected from any one 
or more of them; provided, that, in case the same 
method of allocation of income is not provided for 
all said corporations, they shall, within thirty days 
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after their returns are due, file with the commis- 
sioner their written agreement to be bound by a 
method of allocation specified in the agreement. 

Section 7. In the case of a corporation to which 
an option is given by the preceding section to be 
taxed on combined net income and which does not 
elect to be so taxed and in the case of any other 
corporation subject to taxation under sections one 
to fourteen, inclusive, which has filed with one or 
more corporations a consolidated return of net 
income to the federal government, its net income 
under this chapter shall be its gross income less 
deductions in accordance with the law and regula- 
tions governing the usual federal returns of corpora- 
tions not affiliated, after making additions thereto as 
provided in thedefinition of net income in section one. 

Section 8. Every corporation, association, part- 
nership or trust taxable under sections one to 
fourteen, inclusive shall, on or before the tenth day 
of April, make a return for the taxable year, sworn 
to by its treasurer, assistant treasurer or cashier, or 
if there is none or if they are absent or incapacitated, 
by any other principal officer, in such form as the 
commissioner prescribes, giving: 

(a) A copy of such parts as he may designate of 
the federal return or returns for the year by the 
income of which the tax is to be measured; 

(b) Such other data as he requires to determine 
the net income taxable in accordance with this 
chapter; 

(c) Such information as he requires for the deter- 
mination of any minimum tax under sections one to 
fourteen, inclusive, and for the distribution of the 
excise imposed by said sections; 
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(d) In case the corporation, association, partner- 
ship or trust is affiliated, within the meaning of 
section five, with one or more other corporations, 
associations, partnerships or trusts, a description 
of all such corporations, associations, partnerships 
and trusts. 

Whenever the time for filing its federal return has 
been extended, the commissioner may extend the 
time for filing the return required as aforesaid. 

Not later than thirty days after notice from the 
commissioner, a corporation so affiliated shall file 
a supplementary return, sworn to as aforesaid, con- 
taining such data as the commissioner may require 
for the purpose of assessing the tax under the pro- 
visions of section five. 

Section 9. If the assessment made by the federal 
government is based upon a net income greater or 
less than the net income returned by said corpora- 
tion to the federal government, or if an additional 
assessment is at any time made on the ground that 
the net income was incorrectly returned to the 
federal government in the first instance, or if, after 
the tax as assessed is paid to the federal government, 
any part of such tax is refunded, the corporation, 
within seventy days after the receipt of notice of 
said fact, shall make return on oath to the commis- 
sioner of the amount by which the net income 
originally returned to the federal government differs 
from the net income on which the tax was computed 
by the federal government upon the latest deter- 
mination by it of the proper tax, and of the facts 
giving rise to the difference; provided, that in case 
the corporation appeals from a decision of the com- 
missioner of internal revenue or from a decision of 
the United States board of tax appeals, the return 
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required by this section shall be made within thirty 
days after notice of the final determination on such 
appeal. If upon such facts an additional tax is due 
the commonwealth, the commissioner shall assess 
the additional tax, and the corporation shall, within 
thirty days after receipt of notice from the commis- 
sioner of the amount thereof, pay such additional 
tax with interest at six per cent from October 
twentieth of the year in which the original return of 
the corporation was due to be filed. If upon said 
facts a less tax is due the commonwealth than that 
paid by the corporation, the state treasurer shall, 
upon certification of the commissioner, repay within 
thirty days such difference with interest at the rate 
of six per cent from the date of the overpayment, 
but not earlier than said October twentieth, without 
any further statutory appropriation therefor. The 
provisions of this section shall not be construed to 
authorize the commissioner to make any assessment, 
the time for making which has by law expired, 
except assessment, with interest as aforesaid, of 
such amount of additional tax as is incident to the 
increase in federal net income, nor to authorize 
refund in excess of the amount of tax paid with 
respect to the difference in net income determined 
by the federal reduction, with interest, as aforesaid. 

Section 10. The commissioner shall determine, 
in the manner provided in this and the following 
section, the part of the net income of a domestic 
business corporation derived from business carried 
on within the commonwealth, which shall be the 
amount of net income taxable in accordance with 
the provisions of this chapter. The following classes 
of income shall be allocated as follows: 

(a) Interest and dividends included in net income 
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as defined in section one shall be allocated to this 
commonwealth. 

(b) Gains realized from the sale of capital assets, 
if such assets consist of intangible property or if 
they consist of real estate or tangible personal 
property situated in the commonwealth, shall be 
allocated to this commonwealth. 

(c) Gains received from the sale of capital assets, 
if such assets consist of real estate or tangible per- 
sonal property situated outside the commonwealth, 
shall not be allocated in any part to this common- 
wealth. 

Section 11. Income of the classes described in 
the preceding section having been allocated, the 
remainder of the net income as defined in section 
one shall be allocated as follows: 

1. If the corporation carried on no business out- 
side the commonwealth, the whole of said remainder 
shall be allocated to this commonwealth. 

2. If the corporation carries on any business out- 
side the commonwealth, the said remainder shall 
be divided into three equal parts: 

(a) Of one third, such portion shall be attributed 
to business carried on within the commonwealth 
as shall be found by multiplying said third by a 
fraction whose numerator is the value of the cor- 
poration’s tangible property situated within the 
commonwealth and whose denominator is the value 
of all the corporation’s tangible property wherever 
situated. 

(b) Of another third, such portion shall be attrib- 
uted to business carried on within the common- 
wealth as shall be found by multiplying said third 
by a fraction whose numerator is the expenditure 
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of the corporation for wages, salaries, commissions 
or other compensation to its employees, and assign- 
able to this commonwealth as hereinafter provided, 
and whose denominator is the total expenditure of 
the corporation for wages, salaries, commissions or 
other compensation to all its employees. 

(c) Of the remaining third, such portion shall be 
attributed to business carried on within the com- 
monwealth as shall be found by multiplying said 
third by a fraction whose numerator is the amount 
of the corporation’s gross receipts from business 
assignable to this commonwealth as_ hereinafter 
provided, and whose denominator is the amount of 
the corporation’s gross receipts from all its business. 

3. In a case where only two of the foregoing three 
rules are applicable, the said remainder of net in- 
come of the corporation shall be divided into two 
equal parts only, each of which shall be apportioned 
in accordance with one of the remaining two rules. 
If only one of the three rules is applicable, the part 
of the net income received from business carried on 
within the commonwealth shall be determined solely 
by that rule. 

4. The value of the corporation’s tangible prop- 
erty for the purposes of this section shall be the 
average value of such property during the taxable 
year. 

5. The amount assignable to this commonwealth 
of expenditure of the corporation for wages, salaries, 
commissions or other compensation to its employees 
shall be such expenditure for the taxable year as 
represents the compensation of employees not 
chiefly situated at, connected with or sent out from 
premises for the transaction of business owned or 
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rented by the corporation outside the common- 
wealth. 

6. The amount of the corporation’s gross receipts 
from business assignable to this commonwealth 
shall be the amount of its gross receipts for the 
taxable year from (a) sales, except those negotiated 
or effected in behalf of the corporation by agents 
or agencies chiefly situated at, connected with or 
sent out from premises for the transaction of business 
owned or rented by the corporation outside the 
commonwealth, and sales otherwise determined by 
the commissioner to be attributable to the business 
conducted on such premises; (b) rentals or royalties 
from property situated, or from the use of patents, 
within the commonwealth; provided, that upon 
application by a corporation which owns or controls 
substantially all the capital stock of another cor- 
poration, or by the corporation so owned or con- 
trolled, the commissioner may impose the tax pro- 
vided for by sections one to fourteen, inclusive, 
upon the income of the two corporations jointly in 
the same manner as though they were a single cor- 
poration, or may, in such other manner as he shall 
determine, equitably adjust the tax of the applying 
corporation. 

7. If a corporation maintains an office, warehouse 
or other place of business in a state other than this 
commonwealth for the purpose of reducing its tax 
under this chapter, the commissioner shall, in deter- 
mining the amount of its gross receipts from business 
assignable to this commonwealth, include therein 
the gross receipts from sales attributed by the cor- 
poration to the business conducted at such place of 
business in another state. 
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8. In the case of consolidated returns of net in- 
come, the commissioner shall allocate such income, 
so far as practicable, in accordance with the above 
rules. 


9. A rule shall not be deemed to be inapplicable 
merely because all the tangible property or the 
expenditure of a corporation for wages, salaries, 
commissions or other compensation, or the gross 
receipts of the corporation, are found to be situated, 
incurred or received without the commonwealth. 

Section 12. The commissioner shall, except as 
otherwise provided in section thirteen, determine 
in the manner provided in this section the part of 
the net income of a foreign corporation derived from 
business carried on within the commonwealth, which 
shall be the amount of net income taxable in accord- 
ance with the provisions of this chapter. 

The following classes of income shall be allocated 
as follows: — 

(a) Gains realized from the sale of capital assets, 
if such assets consist of real estate or tangible 
personal property situated in the commonwealth, 
shall be allocated to this commonwealth. 

(b) Interest received from any corporation or- 
ganized under the laws of the commonwealth, or 
from any association, partnership or trust having 
transferable certificates of participation or shares 
and having its principal place of business in the 
commonwealth, or from any inhabitant of the 
commonwealth, except interest received on deposits 
in trust companies or in national banks doing busi- 
ness in the commonwealth, shall be allocated to this 
commonwealth. 

(c) Gains realized from the sale of capital assets 
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other than those named in paragraph (a) above 
shall not be allocated in any part to this common- 
wealth. 

(d) Interest other than that described in para- 
graph (b) above and dividends shall not be allocated 
in any part to this commonwealth. 

Income of the foregoing classes having thus been 
allocated, the remainder of the net income as defined 
in section one shall be allocated as follows: — 

If a foreign corporation carries on no business 
outside this commonwealth, the whole of said re- 
mainder shall be allocated to this commonwealth. 

If a foreign corporation carries on any business 
outside this commonwealth, the remainder of the 
net income shall be allocated as provided in para- 
graphs two to nine, inclusive, of section eleven. 

Section 13. <A foreign corporation carrying on 
part of its business outside the commonwealth may, 
by notification to the commissioner on or before the 
time when its return under sections one to fourteen, 
inclusive, is due to be filed, refuse to accept the 
allocating method set forth in the preceding section. 
A foreign corporation, which so refuses, and every 
such corporation, which is foreign to the United 
States and which is required to return to the federal 
government only income from sources within the 
United States, shall, on or before May tenth, file 
with the commissioner, under oath of its treasurer, 
a statement in such detail as the commissioner shall 
require, showing the amount of its annual net in- 
come derived from business carried on within the 
commonwealth, and such further information as the 
commissioner may require with reference thereto, 
and the commissioner shall determine the amount 
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of the net income received from business carried 
on within the commonwealth. The amount thus 
determined shall be the net income taxable under 
this chapter and the foregoing determination shall 
be in lieu of the determination required by the 
preceding section. 

Section 14. The commissioner shall determine, in 
the manner provided in this section, the propor- 
tional part of the net income of a corporation of any 
of the following classes, subject to taxation under 
sections one to fourteen, inclusive, derived from 
business carried on within the commonwealth, 
which shall be the amount of net income taxable in 
accordance with the provisions of this chapter: 

(1) In the case of a railroad, telegraph, street 
railway or electric railroad corporation or company, 
whether chartered or organized in this common- 
wealth or elsewhere, it shall be the same proportional 
part that the length of its line lying within the com- 
monwealth bears to the entire length of its line; 

(2) In the case of a domestic or foreign telephone 
company, it shall be the same proportional part 
that the number of telephones used or controlled 
by it, or under any letters patent owned or con- 
trolled by it, within the commonwealth bears to the 
total number of telephones so used, owned or con- 
trolled within and without the commonwealth; 

(3) In the case of a corporation subject to taxa- 
tion under sections one to fourteen, inclusive, other 
than a domestic business corporation, a foreign 
corporation or a bank, all as defined in section one, 
and other than a railroad, telegraph, telephone, 
street railway or electric railroad corporation or 


company, it shall be the same proportional part 
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that its tangible property, both real and personal, 
situated within the commonwealth bears to its 
entire tangible property. 

The net income of a bank, as defined in section 
one, shall be allocated in its entirety to this com- 
monwealth, and shall be the amount of net income 
taxable in accordance with the provisions of this 
chapter. 

Section 15. Not less than one half of the tax 
imposed under sections one to fourteen, inclusive, 
shall be due and payable, in advance of assessment 
by the commissioner, at the time the return of 
income is required to be filed, and the remainder, 
as determined by such assessment, on October 
twentieth following. The commissioner shall deter- 
mine, from the returns required by said sections and 
from any other available information, the net income 
of every corporation taxable in accordance with 
said sections, and shall assess thereon the tax pro- 
vided for in said sections, giving proper credit to the 
corporation for any amount thereof paid in advance 
as aforesaid and including as a part of the tax 
assessed, interest upon any deficiency of the amount 
of the tax required to be paid in advance of assess- 
ment, at the rate of six per cent per annum from 
the date when payable to said October twentieth. 
He shall not determine the income of any such 
corporation, which has filed a return within the 
time prescribed by law, to be in excess of the income 
shown by such return, without notifying the cor- 
poration and giving it an opportunity to explain the 
apparent incorrectness of the return. 

Section 16. If the commissioner discovers from 
the verification of a return, or otherwise, that the 
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full amount of any tax due under sections one to 
fourteen, inclusive, has not been assessed, he may, 
at any time within two years after September first 
of the year in which such assessment should have 
been made, assess the same, first giving notice to 
the corporation to be assessed of his intention; and 
a representative of the corporation shall thereupon 
have an opportunity, within ten days after such 
notification, to confer with the commissioner as to 
the proposed assessment. After the expiration of 
ten days from the notification the commissioner 
shall assess the amount of the tax remaining due to 
the commonwealth, with interest at six per cent 
upon each half of such assessment from the date 
it was due and payable under section fifteen to the 
date of assessment, and shall give notice to the cor- 
poration so assessed. Any tax so assessed with 
interest as aforesaid shall be payable to the com- 
missioner fourteen days after the notice, and the 
provisions of section twenty-two relative to the 
abatement of taxes assessed under section fifteen 
shall apply to a tax so assessed. 

Section 17. If no return, or an incorrect or 
insufficient return, has been filed, and the corpora- 
tion so in default refuses or neglects after notice to 
file a proper return, or if a fraudulent return has 
been filed, the commissioner shall determine the 
income of the corporation according to his best 
information and belief, and shall assess the tax 
measured by the same at double the amount so 
determined, which additional tax shall be in addition 
to the other penalties provided for by this chapter. 

Section 18. The commissioner, with the approval 
of the attorney general, shall make from time to 
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time such reasonable rules and regulations, con- 
sistent with sections one to twenty-three, inclusive, 
as he may deem necessary for carrying out their 
provisions. 

Section 19. Except as provided by section six- 
teen, the commissioner shall annually, as soon as 
may be after the first Monday of August, give 
notice to the treasurer of each corporation or, in 
case of a bank as defined in section one, the cashier, 
of the amount of any tax levied upon it under sec- 
tions one to fourteen, inclusive, or of the portion 
thereof remaining unpaid, of the date upon which 
such amount is payable and of the time within which 
the corporation may apply for a correction of the 
tax; but failure to receive said notice shall not 
affect the validity of the tax. 

Section 20. If a corporation fails to file the 
returns required by section eight or nine when they 
are due, there shall be added to and become a part 
of the tax, as an additional tax, the sum of five 
dollars for every day during which the corporation 
is in default; but the commissioner may abate any 
such additional tax in whole or in part. 

Section 21. If any return required by section 
eight or nine contains a false statement which is 
known or, by the exercise of reasonable care might 
have been known, to the officer making it to be 
false, such officer and the corporation shall be liable 
for the amount of tax thereby lost to the common- 
wealth, and in addition to a penalty of not less than 
five hundred nor more than five thousand dollars. 

Section 22. Any corporation aggrieved by the 
assessment of a tax under sections one to fourteen, 
inclusive, may apply to the commissioner for an 
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abatement thereof at any time within sixty days 
643 after the date upon which the notice of assessment 
644 is sent; and if after a hearing or otherwise the com- 
645 missioner finds that the tax is excessive in amount 
646 or that the corporation assessed is not subject 
647 thereto, he shall abate it in whole or in part accord- 
648 ingly. If the tax has been paid the state treasurer 
649 shall repay to the corporation assessed the amount 
650 of such abatement, with interest thereon at the rate 
651 of six per cent per annum from the time when it 
652 was paid, but not earlier than October twentieth 
653 next following the date its return was due to be filed 
654 under section eight, without any appropriation 
655 therefor by the general court. Any corporation 
656 aggrieved by the refusal of the commissioner to 
657 abate a tax in whole or in part under this section 
658 may appeal in the manner provided by section 
659 forty-three. 

660 Section 23. The sale or transfer, otherwise than 
661 in the ordinary course of trade and in the regular 
662 and usual prosecution of the corporation’s business, 
663 of any part or the whole of the assets of a corpora- 
664 tion organized or incorporated in the commonwealth 
665 and taxable under sections one to fourteen, inclu- 
666 sive, or of any part or the whole of the assets situ- 
667 ated in the commonwealth of a corporation or- 
668 ganized or incorporated elsewhere than in the 
669 commonwealth and taxable under said sections, 
670 shall be fraudulent and void as against the common- 
671 wealth, unless such corporation shall, at least five 
672 days before the sale or transfer, notify the commis- 
673 sioner of the proposed sale or transfer and of the 
674 price, terms and conditions thereof, and of the 


character and location of said assets. Whenever 
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such a corporation shall make such a sale or trans- 
fer, the tax imposed by this chapter shall become 
due and payable at the time when the commissioner 
is so notified, or, if he is not so notified, at the time 
when he should have been notified. 

This section shall not apply to sales by receivers, 
assignees under a voluntary assignment for the 
benefit of creditors, trustees in bankruptcy, or pub- 
lic officers acting under judicial process. 

Section 24. Every savings bank, every co- 
operative bank, every credit union and every trust 
company, having a savings department, as defined, 
respectively, in chapters one hundred and sixty- 
eight, one hundred and seventy, one hundred and 
seventy-one and one hundred and seventy-two 
shall, within the first ten days of April in each year, 
make a return to the commissioner, signed and 
sworn to by its president and treasurer, of the aver- 
age amount for the preceding calendar year, com- 
puted daily, of its guaranty fund, as described, re- 
spectively, in section forty-five of chapter one 
hundred and sixty-eight, section forty-one of chap- 
ter one hundred and seventy and section sixteen of 
chapter one hundred and seventy-one, and of its 
undivided profits, or, in the case of a co-operative 
bank, of its surplus account as described in section 
forty-two of chapter one hundred and seventy, and 
shall pay to the commissioner annually on or before 
April tenth, with respect to its corporate franchise, 
an excise equal to one twentieth of one per cent of 
the average amount aforesaid. Any such corpora- 
tion neglecting to make such return shall forfeit 
fifty dollars for each day during which such neglect 
continues. If it wilfully makes a false statement 
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710 in such return it shall be punished by a fine of not 
711 less than five hundred nor more than five thousand 
712 dollars. 

713 Section 25. The Massachusetts Hospital Life 
714 Insurance Company shall, semiannually on or 
715 before May tenth and November tenth, make a 
716 return, signed and sworn to by a majority of its 
717 board of directors, of the full amount of all money 
718 and property, in detail, in its possession or charge 
719 as deposits, trust funds or for purpose of investment, 
720 and shall pay to the commissioner an annual tax 
721 of one half of one per cent upon all the same, except 
722 upon deposits invested in loans secured by mortgages 
723 of real estate taxable in this commonwealth and in 
724 bonds or certificates of indebtedness of the United 
725 States, such tax to be assessed and paid as follows: 
726 one fourth of one per cent shall be assessed by the 
727 commissioner, upon the average amount of such 
728 money and property for the six months preceding 
729 May first, and paid on or before May twenty-fifth; 
730 and a like percentage shall be assessed upon the 
731 average amount of such money and property for the 
732 six months preceding November first, and paid on 
733 or before November twenty-fifth. If said corpora- 
734 tion neglects to make such return, it shall forfeit 
735 fifty dollars for each day such neglect continues; 
736 and if it wilfully makes a false statement in any 
737 such return, it shall be punished by a fine of not less 
738 than five hundred nor more than five thousand 
739 dollars. 

740 Section 26. Savings and insurance banks doing 
741 business under chapter one hundred and seventy- 
742 eight shall, in respect to all funds held by the insur- 
743 ance department as a part of its insurance reserve 
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or surplus, and the General Insurance Guaranty 
Fund created by said chapter shall, in respect to 
all funds held by it, pay to the commissioner an 
annual tax of one half of one per cent, upon the 
average amount of the funds held as aforesaid by the 
insurance department and by the General Insurance 
Guaranty Fund during the year ending on the pre- 
ceding October thirty-first, after making the deduc- 
tions permitted by the following section. Savings 
and insurance banks shall not be taxable on funds 
held as part of the expense guaranty fund, or of the 
insurance guaranty fund, nor shall such banks or 
the General Insurance Guaranty Fund be liable to 
the commonwealth for any taxes or fees provided to 
be assessed upon life insurance companies, or for any 
taxes or fees except as above provided. All insur- 
ance policies and annuity contracts issued by such 
banks shall otherwise be exempt from taxation. 

Every such savings and insurance bank, and the 
General Insurance Guaranty Fund, shall, annually 
on or before May first, make a return to the com- 
missioner, signed and sworn to by its president and 
treasurer, giving in such detail as the commissioner 
shall require the data necessary for the determina- 
tion of the tax due under this section. Such taxes 
shall become due and payable thirty days after the 
date of notice but not later than July first. If an 
audit by the insurance department discloses any 
correction which should be made in the return under 
this section, resulting corrections in the amount of 
tax may be made in the assessment of the tax due 
in the following year. 

Section 27. So much of the funds of a savings and 
insurance bank held by its insurance department as 
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a part of its insurance reserve or surplus, and so 
779 much of the funds held by the General Insurance 
780 Guaranty Fund, shall be exempt from taxation 
781 under the preceding section, as is invested in any of 
782 the following: 

783 (a) Real estate used for banking purposes. 

784 (b) Loans secured by mortgage of real estate 
785 taxable in this commonwealth. 

786 = (c) Realestate the title of which has been acquired 
787 by foreclosure or purchase in accordance with the 
788 provisions of clause twelfth of section fifty-four of 
789 chapter one hundred and sixty-eight, for five years 
790 after the title thereof is vested in the corporation. 
791  (d) Bonds or certificates of indebtedness of the 
792 United States. 

793 (e) Bonds, notes or certificates of indebtedness of 
794 the commonwealth issued between January first, 
795 nineteen hundred and six, and July first, , 
796 (f) Bonds, notes or certificates of indebtedness 
797 of any county, fire district, water district, light dis- 
798 trict, improvement district, city or town in the 
799 commonwealth, issued between May first, nineteen 
800 hundred and eight, and July first, 

801 stating on their face that they are exempt from 
802 taxation in Massachusetts. 

803 (g) Shares of stock of trust companies organized 
804 under the laws of the commonwealth. 

805 Section 28. A bank or company taxable under 
806 section twenty-four, twenty-five or twenty-six shall 
807 be notified by the commissioner of the tax assessed 
808 as soon as may be, and within sixty days after the 
809 date of notification may apply to the commissioner 
810 for a correction of the assessment, and in default of 
settlement may, upon application within thirty 
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days of the date of the notice of the commissioner’s 
decision, be heard thereon by the board of appeal. 
If abatement of a tax paid is granted, the overpay- 
ment with interest thereon at the rate of six per 
cent per annum from the date of payment shall be 
refunded to the bank or company by the state 
treasurer without any appropriation therefor by the 
general court. 

Section 29. Every life insurance company, as 
defined by section one hundred and eighteen of 
chapter one hundred and seventy-five, authorized 
to transact business in the commonwealth shall 
annually pay an excise of one quarter of one per 
cent upon the net value of all policies in force on 
December thirty-first of the year preceding that in 
which the tax is payable, issued or assumed by such 
company on the lives of residents of this common- 
wealth as determined by the commissioner from 
the return required under this section and such 
other evidence as he may obtain. All contingencies 
of any other character insured against by such com- 
pany under authority of clause sixth of section 
forty-seven of chapter one hundred and seventy- 
five, or any other provision of law, contracts for 
which are required to be in separate and distinct 
policies, shall be taxable under sections thirty-one 
and thirty-two of this chapter. Every such com- 
pany shall annually, on or before May first, make a 
return to the commissioner, on oath of its president 
or secretary and its actuary, giving in such detail 
as the commissioner shall require the total number 
of policies in force on December thirty-first preced- 
ing on the lives of residents of this commonwealth, 
the aggregate net value thereof and the aggregate 
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amount insured. Whenever the commissioner 
deems it for the best interest of the commonwealth 
he may require in addition to the above information 
the following details relating to each policy of 
ordinary business in force on December thirty-first 
preceding on the life of a resident of Massachusetts: 
the number, date and class, the age of the assured, 
the amount insured and the net value. In respect 
to ordinary business the aggregate net value so 
reported shall be the combined aggregate of the 
mean reserve computed for each policy, or each 
group of policies, requiring a separate computation 
to determine their net value, on the basis of valua- 
tion used or approved by the commissioner of insur- 
ance under section nine of chapter one hundred and 
seventy-five. In respect to industrial business the 
aggregate net value so reported may be estimated 
upon the basis of such general averages or otherwise 
as shall be authorized by the commissioner with the 
approval of the commissioner of insurance. 

Section 30. Every foreign life insurance company 
shall annually pay with respect to business taxable 
under the preceding section, in addition to the excise 
thereby imposed, a sum equal to the excess over 
such excise of the amount of tax which would be 
imposed in the same year by the laws of the state or 
country under which such company is organized, 
upon a life insurance company incorporated in this 
commonwealth, or upon its agents, if doing business 
to the same extent in such state or country. 

Section 31. Every domestic insurance company 
as defined in section one of chapter one hundred and 
seventy-five, except life insurance companies with 
respect to business taxable under section twenty- 
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nine, shall annually pay an excise of one per cent 
upon the gross premiums for all policies written or 
renewed, all additional premiums charged, and all 
assessments made by such company on policy 
holders during the preceding calendar year; but 
such premiums for pclicies written or renewed for 
insurance of property or interests in other states or 
countries where a tax is actually paid by such com- 
pany, or its agents, shall not be so taxed. 

Section 32. Every foreign insurance company as 
defined in section one of chapter one hundred and 
seventy-five, except life insurance companies with 
respect to business taxable under sections twenty- 
nine and thirty, shall annually pay an excise upon 
the gross premiums for all policies written or re- 
newed, all additional premiums charged, and all 
assessments made during the preceding calendar 
year for insurance of property or interests in this 
commonwealth, or which are subjects of insurance 
by contracts issued through companies or agents 
therein, at the rate of two per cent, but not less in 
amount than would be imposed by the laws of the 
state or country under which such company is or- 
ganized upon a like insurance company incorporated 
in this commonwealth, or upon its agents, if doing 
business to the same extent in such state or country. 
In case any company discontinues business in this 
commonwealth and reinsures the whole or part of its 
risks without making payment of this excise, the 
company accepting such reinsurance shall pay the 
same, and if several companies shall make such 
reinsurance, the tax shall be apportioned among such 
companies in proportion to the original premiums 
on the business in this commonwealth so reinsured 
by each company. 
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Section 33. In determining the amount of the 
tax payable under sections thirty, thirty-one and 
thirty-two, there shall be deducted all premiums on 
policies written but not taken, or cancelled through 
default of payment, and all premiums returned or 
credited to policy holders during the year for which 
the tax is determined; provided, that all such 
premiums have been included as premium receipts 
in a return made under the following section and a 
tax assessed thereon, and all premiums paid to 
authorized companies for reinsurance; provided, 
that it is shown to the satisfaction of the commis- 
sioner that the tax on such premiums has been or 
will be paid in full by such reinsuring company. 

Section 34. Every insurance company liable to 
taxation under section thirty, thirty-one or thirty- 
two shall annually in January make a return to the 
commissioner in such form as he shall prescribe, on 
oath of its secretary or other officer having knowl- 
edge of the facts, setting forth: if a domestic com- 
pany, the total amount of gross premiums for all 
policies written or renewed, of all additional pre- 
miums charged and of all assessments made, during» 
the preceding calendar year, and the amount of each 
class of deductions claimed under any provision of 
this chapter; if a foreign company, the total amount 
of gross premiums for all policies written or renewed, 
of all additional premiums charged, and of all 
assessments made during the preceding calendar 
year for insurance of property or interests in this 
commonwealth, or which are subjects of insurance 
by contracts issued through companies or agents 
therein, and the amount of each class of deductions 
claimed under any provision of this chapter, and in 
addition to the above any information which the 
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commissioner may require in assessing an excise 
under any provision of law. 

For cause, the commissioner may extend the time 
within which any such statement may be filed, but 
not to a date later than March first. 

Section 35. The books, papers and accounts of 
every insurance company and of its agents shall be 
open at all times to inspection and examination by 
the commissioner and the commissioner of insurance, 
or their duly authorized representatives, for the 
purpose of verifying the accuracy of the returns 
made under sections twenty-nine and thirty-four. 

Section 36. Every insurance company neglecting 
to make the return required by section twenty-nine 
or thirty-four shall forfeit twenty-five dollars for 
every day during which such neglect continues. If 
any company neglects to make such return for ten 
days after notice thereof addressed to it has been 
deposited in the post office, postage prepaid, it shall 
further forfeit five hundred dollars, and upon an 
information by the attorney general at the relation 
of the commissioner it may be restrained from the 
further transaction of business in this commonwealth 
until it has made such return; but such penalties 
shall not be incurred if it is proved that the return 
was duly made and deposited in the post office, 
postage prepaid, properly directed to the commis- 
sioner, and that there was no neglect. If any return 
required by said section twenty-nine or thirty-four 
contains a false statement which is known, or by the 
exercise of reasonable care might have been known, 
to the officers making it, to be false, such com- 
pany shall be liable for the amount of tax thereby 
lost to the commonwealth, and each offending 
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officer shall forfeit not less than five hundred nor 
more than five thousand dollars. 

Section 37. The commissioner, from such returns, 
and from such other evidence as he may obtain, shall 
assess upon all insurance companies subject to this 
chapter the taxes imposed by sections twenty-nine 
to thirty-two, inclusive, and shall forthwith upon 
making such assessment give to every such company 
notice of the amount thereof. Such taxes shall 
become due and payable to the commissioner thirty 
days after the date of such notice, but not later than 
July first. All such taxes shall bear interest at the 
rate of six per cent per annum fron the date payable 
until July first, and, whether assessed before or 
after July first, shall bear interest at the rate of 
twelve per cent per annum from July first until 
they are paid. Within sixty days after the date of 
such notice the company may apply to the commis- 
sioner for a correction of said excise, and in default 
of settlement may, upon application within thirty 
days of the date of notification of the commissioner’s 
decision, be heard thereon by the board of appeal. 
If abatement of a tax paid is granted, the overpay- 
ment with interest thereon at the rate of six per cent 
per annum from the date of payment shall be re- 
funded to the corporation by the state treasurer 
without any appropriation therefor by the general 
court. 

Section 38. Every domestic or foreign insurance 
company shall be liable for the full amount of all 
taxes assessed under this chapter upon it or its 
agents, which, with interest as provided in the pre- 
ceding section, may be recovered in contract by the 
commissioner in the name of the commonwealth. 








90 


1018 
1019 
1020 
1021 
1022 
1023 
1024 
1025 
1026 
1027 
1028 
1029 
1030 
1031 
1032 
1033 
103 

1035 
1036 
1037 
1038 
1039 
1040 
1041 
1042 
1043 
1044 
1045 
1046 
1047 
1048 
1049 
1050 
1051 





HOUSE — No. 1075. [Jan. 


It shall further be liable, upon an information, to an 
injunction restraining it and its agents from the 
further prosecution of its business until all taxes due 
with costs and interest are fully paid. 

Section 39. The commissioner shall annually 
assess as of the last day of the taxable year, as 
defined in section one, an excise tax upon the interest 
of every corporation organized under the laws of 
this commonwealth and having a place of business 
therein, in any ship or vessel which has, during the 
period of its business in the year preceding such day, 


AC | 


been engaged in interstate or foreign carrying trade 
or engaged exclusively in fishing, and documented 
and carrying ‘‘papers”’ under the laws of the United 
States, which tax shall be one third of one per cent 
upon the value of such interest as determined by 
him. Such tax shall become due and shall be col- 
lected at the same time and in the same manner 
as other taxes assessed to such corporations. The 
president and treasurer of every such corporation 
owning an interest in any such ship or vessel shall 
annually, within the first ten days of April, make a 
return to the commissioner, on oath, setting forth in 
detail the name of the ship or vessel, the interest of 
the corporation therein, and the value of such 
interest. 
MISCELLANEOUS PROVISIONS. 

Section 40. The taxes imposed by this chapter 
upon any corporation shall not affect or prevent the 
imposition and collection of any other tax now au- 
thorized, or that may hereafter be authorized, upon 
any especial privilege, franchise or business enjoyed 
or exercised by such corporation. 


Section 41. For the purpose of verifying any 
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return made under this chapter, the commissioner 
may, within two years after September first of the 
year in which such return was due, examine per- 
sonally or by deputy or agent the books and papers 
of the corporation, and may require its treasurer and 
directors to submit to examination on oath relative 
to all matters affecting determinations to be made 
The cor- 
poration shall be entitled to have a representative 
present at any examination made under this section. 

Section 42. 


by the commissioner under this chapter. 


Corporations which neglect to pay 
taxes assessed by the commissioner under this chap- 
ter shall pay interest at the rate of six per cent per 
annum from the time when such taxes were payable 
until paid, if such payment is made before the com- 
mencement of proceedings for the recovery thereof, 
and twelve per cent if made after the commence- 
ment thereof. 

Section 43. 
party aggrieved by any decision of the commissioner 
upon any matter arising under this chapter from 
which an appeal is given, may apply to the board of 
appeal from decisions of the commissioner within 
thirty days after notice of his decision. Said board 
shall hear and decide the subject matter of such 
appeal, and give notice of its decision to the com- 
missioner and the appellant; and its decision shall 
be final and conclusive as to questions of fact, al- 
though payments have been made as required by the 
decision appealed from. Any overpayment of tax 
determined by decision of said board of appeal shall 
be reimbursed by the commonwealth with interest 


Except as otherwise provided, any 


at the rate of six per cent per annum from the time 
of payment, but, in the case of a corporation taxable 
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under sections one to fourteen, inclusive, not earlier 
than October twentieth next following the date its 
return is due to be filed under section eight, without 
any appropriation therefor by the general court. 
Taxes, excises, costs or expenses of any kind assessed 
upon any corporation, company or association, 
except a municipal corporation, under the provisions 
of this chapter or corresponding provisions of earlier 
laws, which are unpaid and are uncollectable, may 
be abated by the board of appeal on the recom- 
mendation of the attorney general and commissioner 
at any time after the expiration of five years from 
the date when the same became payable. 

Section 44. Returns required by this chapter 
shall, except in proceedings to collect the taxes or 
enforce the penalties provided herein, be open only 
to the inspection of the commissioner, his deputies, 
clerks and assistants, and such other officers of the 
commonwealth as may have occasion to inspect 
them for the purpose of assessing or collecting taxes. 

Section 45. When a tax or excise of any kind 
remains due to or is claimed by the commonwealth 
from a corporation, company or association, whether 
existing by authority of the commonwealth or other- 
wise, except a municipal corporation, for ten days 
after notice given through the mail by the commis- 
sioner to its treasurer or other financial agent that 
such tax or excise is due and unpaid, the commis- 
sioner may, in addition to other modes of relief, 
issue his warrant, directed to the sheriffs of the 
several counties, or their deputies, or to any con- 
stable, commanding the collection of such tax or 
excise. Such warrant may be substantially in the 


form of and served in the same manner as those 
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issued by the assessors of towns. The warrant shall 
run throughout the commonwealth, and any officer 
to whom it is directed may serve it in any county. 
The warrant shall not run against the body of any 
person nor shall any property of such delinquent 
corporation, company or association be exempt from 
seizure and sale thereon. The officer having such 
warrant shall collect such tax or excise, and interest 
upon the same at the rate of twelve per cent per 
annum from the time when such tax or excise be- 
came due, and may collect and receive for his fees 
the sum which an officer would be entitled by law to 
receive upon an execution for a like amount. He 
shall also collect one dollar for the warrant, which 
he shall pay to the commissioner. 

Section 46. If a corporation, company or associa- 
tion fails to pay a tax levied under this chapter, the 
commissioner may recover the same in contract in 
the name of the commonwealth. 

Section 47. The lessee of the works, structures, 
real estate or machinery of any corporation, com- 
pany or association taxed under this chapter shall 
also be liable for the payment of the tax, and upon 
such payment may, in the absence of an agreement 
to the contrary, retain it out of the rent of the 
property, or recover it in an action against the 
lessor. 

Section 48. In addition to the methods provided 
by sections forty-five and forty-six, taxes or excises 
under this chapter may be collected by an informa- 
tion brought in the supreme judicial court by the 
attorney general at the relation of the commissioner. 
The court may issue an injunction upon such infor- 
mation, restraining the further prosecution of the 
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business of the company, association or corporation 
until such taxes, with interest and costs thereon, 
have been paid; but no telegraph company accept- 
ing the provisions of section fifty-two hundred and 
sixty-three of the Revised Statutes of the United 
States shall be enjoined from constructing, main- 
taining or operating a telegraph line over and along 
any of the military or post roads of the United States 
within this commonwealth. 

Section 49. Any corporation, company or associa- 
tion aggrieved by the exaction of any tax or excise 
or of any part thereof may, within six months after 
the payment of the same, whether such payment be 
after or before the issue of the warrant mentioned in 
section forty-five, apply by petition to the supreme 
judicial court, setting forth the amount of the tax or 
excise and costs thereon so paid, the general legal 
grounds and the specific grounds in fact, if any, upon 
which it is claimed such tax or excise should not have 
been exacted. Said petition shall be the exclusive 
remedy and shall be entered and heard in Suffolk 
county. A copy of the same shall be served upon 
the commissioner and upon the attorney general. 
The proceedings upon such petition shall conform 
as nearly as may be to proceedings in equity, and an 
abatement shall be made of only such portion of the 
tax or excise as was assessed without authority of 
law. 

Section 50. If the court, upon a hearing or trial, ad- 
judges that said tax or excise, and the costs thereon, 
have been illegally exacted, a copy of the judg- 
ment or decree shall be transmitted by the clerk of 
the court to the comptroller, who shall thereupon 
audit and certify the amount adjudged to have been 
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illegally exacted, with interest, and costs to be 
taxed by the clerk of the court in the same manner 
as other claims against the commonwealth, and the 
state treasurer shall pay the same, without any 
further act or resolve making appropriation there- 
for. So much thereof as has been paid by the 
commonwealth to any town may be deducted from 
and set off against any sum afterwards payable to 
such town. 

Section 51. Penalties and forfeitures imposed by 
this chapter may be collected by an action of con- 
tract under section forty-six or by an information 
under section forty-eight. An injunction issued 
upon such an information may contain a provision 
continuing it in force until the returns required by 
this chapter have been filed. 


SecTion 2. Chapter fifty-eight of the General 
Laws, as amended in sections twenty to twenty- 
five, inclusive, is hereby further amended by strik- 
ing out said sections twenty to twenty-five, inclusive, 
as amended, and inserting in place thereof the 
following eight new sections: 

Section 20. From the total taxes paid under 
chapter sixty-three in any state fiscal year by do- 
mestic business and foreign corporations, both as 
defined in section one of said chapter, there shall be 
deducted such taxes paid under said chapter as have 
been refunded thereunder or under section twenty- 
seven of this chapter during said year, together with 
any interest or costs paid such corporations on 
account of refunds. One sixth of the balance shall 
be retained by the commonwealth, and five sixths 
shall be distributed, credited and paid to each of the 
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several towns in the proportion that the value of the 
tangible property owned by all domestic and foreign 
corporations as defined as aforesaid and situated in 
each town, bears to the value of the total tangible 
property owned by all such corporations and situ- 
ated within the commonwealth, as determined by 
the commissioner from the returns of the -previous 
taxable year or in such other manner as he may 
deem just and equitable. 

Section 21. Such proportion of the tax paid by 
each corporation, company or association under 
sections one to fourteen, inclusive, of chapter sixty- 
three, except a domestic business corporation, a 
foreign corporation or a bank, all as defined in 
section one of said chapter, or a railroad, street 
railway, electric railroad, telephone, telegraph, gas, 
electric light, gas and electric light or water com- 
pany, as corresponds to the proportion of its stock 
owned by persons residing in this commonwealth, 
shall be distributed, credited and paid to the several 
towns in which, from the returns or other evidence, 
it appears that such persons resided on April first 
preceding, according to the number of shares so held 
in such towns, respectively. If stock is held by a 
fiduciary, the beneficiary shall be regarded as the 
shareholder for the purpose of distribution under 
this section, and if a town is a shareholder, the dis- 
tribution shall be the same as if the stock were 
owned by a resident thereof. 

Section 22. The tax paid by each electric rail- 
road and street railway company under sections one 
to fourteen, inclusive, of chapter sixty-three shall 
be apportioned among the several towns in propor- 
tion to the length of tracks operated by such com- 
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pany in said towns, respectively. Such proportion 
of the tax paid by a street railway or an electric 
railroad company as corresponds to the length of its 
lines upon locations granted by the board having 
charge of metropolitan parks, of the Wachusett 
mountain state reservation or of the Greylock reser- 
vation shall be apportioned to the commonwealth, 
and credited by the state treasurer to the sinking 
fund of the loan to which the expenditure for the 
road, boulevard, park or reservation in which the 
tracks are located was charged. 

Section 23. The tax paid by railroad, telephone 
and telegraph companies under sections one to 
fourteen, inclusive, of chapter sixty-three shall be 
distributed, credited and paid to the towns of the 
commonwealth or shall be retained by the common- 
wealth in the manner following: Such proportion of 
said tax paid by each of said corporations as cor- 
responds to the proportion of its stock owned by 
non-residents of Massachusetts shall be retained 
by the commonwealth. The remainder of said tax 
shall be distributed, credited and paid to the several 
towns in proportion to the total assessed value of 
property actually taxed in each town for the pre- 


) ceding year. 


Section 23A. Such proportion of the tax paid by 
each bank, as defined in section one of chapter 
sixty-three, under sections one to fourteen, inclusive, 
of said chapter after deducting any refund and any 
interest or costs paid on account thereof, as corre- 
sponds to the proportion of its stock owned by per- 
sons residing in this commonwealth, shall be deter- 
mined by the commissioner and be distributed, 
credited and paid to the several towns in which, 
from returns or other evidence, it appears that such 
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persons resided on April first preceding, according 
to the number of shares so held in such towns, re- 
spectively, and the remainder of such tax shall be 
retained by the commonwealth. The commissioner 
shall forthwith upon such determination give written 
notice by mail or at their office to the assessors of 
each town thereby affected of the aggregate amount 
so charged against and credited to it; and they may 
within ten days after notice of such determination 


) appeal therefrom to the board of appeal. At the 


expiration of ten days after said notice, if no appeal 
is taken or upon being informed of the decision of 
the board of appeal, the commissioner shall certify 
to the state treasurer the aggregate amount of 
charges against, and credits to, each town, as so 
determined; and the treasurer shall thereupon 
withhold out of any sums payable by the common- 
wealth to any town against which a charge is certi- 
fied, the amount of such charge, and shall allow or 
pay over to each town to which a credit is certified 
the amount of such credit. 

Section 24. The tax paid by gas, electric light, 
gas and electric light and water companies under 
sections one to fourteen, inclusive, of chapter sixty- 
three shall be distributed, credited and paid to towns 
of the commonwealth, or shall be retained by the 
commonwealth in the manner following: Such 
proportion of said tax paid by each of said corpora- 
tions as corresponds to the proportion of its stock 
owned by non-residents of the commonwealth shall 
be retained by the commonwealth. The remainder 
of such tax shall be distributed, credited and paid 
to the town of the commonwealth where the business 
of the corporation is carried on; and if any such 
corporation carries on its business in more than one 
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such town, this part of the tax paid by it shall be 
distributed, credited and paid to such towns in 
proportion to the value of the works, structures, 
real estate, machinery, poles, underground conduits, 
wires and pipes of the corporation in each of them 
on April first, as determined from the returns or in 
any other manner. 

Section 24A. In ease any corporations, taxable 
under sections one to fourteen, inclusive, of chapter 
sixty-three, for the distribution of the proceeds of 
which tax different methods are herein provided, 
file consolidated returns of income with the federal 
government and are taxed on their combined net 
income under section six of said chapter, the com- 
missioner shall determine the amount of such pro- 
ceeds to be distributed under each of such methods. 
Interest received by the commonwealth on overdue 
taxes from corporations under section forty-two of 
said chapter shall be distributed, credited and paid 
to the several towns in the same manner and pro- 
portions as the principal of such taxes is distributed, 
credited and paid. Any sum abated from a tax 
distributable to the several towns under sections 
twenty-one to twenty-three, inclusive, and twenty- 
four, and refunded, and any interest or costs paid 
on account of such refund, shall be deducted from 
the amount to be distributed, credited or paid. 

Section 25. The commissioner shall ascertain 
and determine the amount due to each town under 
sections twenty to twenty-three, inclusive, and 
sections twenty-four and twenty-four A, notify the 
treasurer of each town thereof, and certify the 
amount as determined to the state treasurer, who 
shall thereupon pay the same. The commissioner 
in his discretion may from time to time within the 
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fiscal year make partial distribution of taxes paid 
therein and distributable under the provisions of 
sections twenty to twenty-four A, inclusive, or any 
of them, withholding such sums as may to him seem 
proper to provide for refunds and abatements. 
Any decision made by the commissioner under any 
provision of sections twenty-one to twenty-three, 
inclusive, twenty-four, twenty-four A and _ this 
section shall be subject to appeal to the board of 
appeal. 


SEcTION 3. Section five of chapter fifty-nine of 
the General Laws, as most recently amended by 
sections three and four of chapter three hundred and 
seventy-nine of the acts of nineteen hundred and 
twenty-eight, is hereby further amended by striking 
out clause sixteenth and inserting in place thereof 
the following: — 

Sixteenth, Property, other than real estate, poles, 
underground conduits, wires and pipes, and other 
than machinery used in manufacture or in supplying 
or distributing water, owned by a Massachusetts 
savings bank or co-operative bank, or by a corpora- 
tion subject to taxation under sections one to four- 
teen, inclusive, of chapter sixty-three, except a 
domestic business corporation or a foreign corpora- 
tion, both as defined in section one of said chapter; 
also property, other than real estate, poles, under- 
ground conduits, wires and pipes, and other than 
machinery used in the conduct of the business, 
owned by a domestic business corporation or a 
foreign corporation, both as defined as aforesaid; 
provided, that the term ‘‘machinery used in the 
conduct of the business”’ shall not, as herein used, 
be deemed to include stock in trade. 
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ANALYSIS OF THE PROVISIONS OF THE PRO- 
POSED NEW CHAPTER 63, TAXATION OF COR- 
PORATIONS AND ANALOGOUS FORMS OF 
ORGANIZATION WHICH IS SUBMITTED 
HEREWITH. 


Section of 
Existing 
Section of Subject Mstter. Chapter 63, as 
the Proposed Most Recently 
Chapter. amend 
$1 Definition of bank ‘ §1 
Definition of domestic business corporation ond of foreign 
corporation . § 30 
(Drafted to include certain associations, | pastanndiies ond 
trusts with transferable shares.) 
Definition of net income ' § 30 
(Merged with definition of net income of hank 3 in 5 a. ) 
Definition of taxable year : ; § 1 and § 30 


§ 2 Provides excise based on n2t income with a minimum tax 
based on the book value of capital, surplus and undi- 
vided profits, for domestic corporations ; §3 

§3 Same note as to § 2, for foreign corporations . . $2,$3 haa § 58 

§ 4 New, to include taxation of associations, trusts and part- 
nerships having transferable shares. 


& 
4 
oom 
uo 
oo 


§5 In part new, based on New York law ‘ . But see § 33 and § 394A 
$6. : ‘ : P ; ; , ; ; § 34 and § 39 
| ; : : ' : § 34 and § 39 
$8 5 3, § 35, § 40, § 53 and § 54 
a 7 ; ' , , , , ‘ § 36 and § 40 
§ 10 ‘ ‘ 5 . , ‘ . . ‘ § 37 
§ll. ‘ ‘ ' ; ; fk ; : ; : § 38 
B . ; ‘ : ‘ ‘ 2 / ; a . § 41 
$13 ; ; ; § 42 
§ 14 Adapts to an income hheote the provisions ‘of ' § 55 
§ 15 With new provisions providing for the payment of not less 
than one half of tax at the time of return . ; , § 44 
Bae : , . : ; ; ‘ ; ‘ § = 
§ 17 ‘ ; ‘5 46 and §7 
§18 Lasorte | new provision requiring egpeovel ef rules and regu- 
lations by attorney general. 
| aa ‘ : : ; ‘i : ‘ ; . $4, $48 and § 60 
§20 . : : ‘ : , ‘ s ‘ ‘ : § 49 
§21.. : ; ; , . § 50 
§ 22 , ‘§ 51 and § 60 
§ 23 Agolien to all corporations taxable ender prec scoding sec- 
tions the provisions of . P § 76 


§ 24 New minimum tax for savings banks a" savings depert- 
ments of trust companies; also includes such tax on 
co-operative banks and credit unions . ‘ § 11 and § 13 
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Section of Subject Matter. 
the Proposed 

Chapter. 
§ 25 


§ 26 In minor details new 


§ 27 Sets § 12 forth in full as applicable to savings and insurance 
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Section of 
Existing 
Chapter 63, as 
Most Recently 
amended. 


§ 18 


banks by reason of the fact that a new kind of minimum 
tax is imposed by § 24 cf the bill upon savings banks 


and savings departments and therefore said § 12 as 


applicable to them is omitted 
28 
29 


30 
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Ww 
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39 Part relating to corporate excess omitted 


§ 41 In part new, and also applies to all corporations taxable 


under this chapter certain provisions of 


§ 43 
§ 44 
§ 45 
§ 46 
§ 47 
§ 48 
§ 49 
§ 50 
§ 51 
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§ 44, § 69 


, § 70 
§ 60 and § 71 
§ 71A 

§ 72 

§ 73 

§ 74 

§ 75 

§ 77 

§ 78 

§ 80 


Section 2 of the bill amends sections 20-25, inclusive, of chapter 58 of the 
General Laws, relative to the distribution of corporation taxes, and in- 


cludes as section 23A therein sections 5 and 6 of chapter 63 of the Gen- 
eral Laws, relative to the distribution of the proceeds of the tax on 
banks, and brings all of said sections into harmony with the proposed 


tax on corporations entirely based on income. 


Section 3 of the bill amends clause Sixteenth of section 5 of chapter 59 of the 
General Laws by bringing it into harmony with the proposed new chapter 


63. 
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OF PRESENT CHAPTER 63, GEN- 


ERAL LAWS, AS MOST RECENTLY AMENDED.% 


Section of Section of 
Existing Law. Subject Matter. Pro New 
hapter. 
§1 §1 
§ 2 §3 
§3 §8 
§4 ; § 19 
: . Redrafted as § 23A of G. L., c. 58, in § 2 of the bill. 
§7 Omitted. 
1925, 343, § 13, as revised by 1926, 222, is omitted. 
§8, | 
$9, | 
§ 10, ‘ Already repealed by 1925, 343, § 1. 
§10A, | 
§10B | 
§ 11 Redrafted in the form of a*new minimum tax; also in- 
cludes like tax on co-operative banks and credit 
unions ; , ; . , : , § 24 
§ 12 Omitted as to savings banks and savings departments 
of trust companies, but see note opposite § 27 of 
the bill in analysis thereof. 
§ 13 ; . : i § 24 
§ 14 Omitted as obsolete. 
§ 15 Omitted because of proposed new chapter 62 of the Gen- 
eral Laws. 
§ 16 Omitted. 
§ 17 § 25 
§18 § 26 
§ 18A : , , . , P ; § 28 
§ 19 Omitted because covered elsewhere. 
§ 20 § 29 
§ 21 § 30 
§ 22 $31 
§ 23 § 32 
§ 24 ° § 33 
§ 25 ‘ § 34 
§ 26 ‘ § 35 
§ 27 § 36 
§ 28 § 37 
§ 29 . , , ‘ , , ‘ , ' 3 , § 38 
§ 30 All of this section, except definitions of domestic business 


corporation, foreign corporation, net income and 
taxable year, omitted because it deals with corporate 
excess, which is abolished 


§ 1 








104 


HOUSE — No. 1075. [Jan. 


Section of 


Section of Subject Matter. Proposed New 


Existing Law. 


§ 31 
§ 32 
§ 32A 
§ 33 
§ 34 
§ 344 
§ 35 
§ 36 
§ 37 
§ 38 
§ 38A 
§ 39 
§ 389A 
§ 39B 
§ 39C 
§ 40 
§ 41 
§ 42 
§ 42A 
§ 43 
§ 44 
§ 45 
§ 46 
§ 47 
§ 48 
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hapter. 

Omitted because it deals with corporate excess. 
. . See § 2 

Omitted. 

Omitted, but see § 5 of the bill. 


F , , : ; § 6 and §7 
Repealed, 1924, 26, § 1. 


Omitted. 


Omitted, but see § 5 of the bill. 
Repealed, 1924, 26, § 1. 


Omitted. 
§ 8 and § 9 
§ 12 
We § 13 
Omitted. 
Omitted. 
§ 15 and § 41 
§ 16 
§ 17. 
§ 18 
§ 19 
§ 20 
§ 21 
oa § 22 
Omitted. 
§8 
‘ . : : é ; ‘ ; ‘ ; F §8 
Adapted to a tax on the income basis and 2 last para- 
graphs omitted . . ; : ; : , § 14 
Repealed, 1925, 343, § 4. 
Omitted. 


Repealed and § 68A substituted, 1928, 13. 
‘ * e . : § 2 and $3 

Repealed, 1925, 343 § 6. 

Omitted. 

§ 19, § 22, § 43 


ew 


Repealed by 1928, 138. 


} 


As amended by 1928, 143, § 3; last sentence omitted as it 


deals with corporate excess . ‘ ; ‘ ‘ § 39 

ape tg BP é § 40 
Inserted by 1928, 13, omitted. 

§ 41 

§ 42 

§ 43 


§ 44 
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Section of 


Section of Subject Matter. Proposed New 

Existing Law. Chapter. 
§ 72 . : ; : ; ; ; , , ; ; § 45 
§ 73 ; , ; : ; ‘ ; P i ‘ ‘ § 46 
§ 74 ‘ : ‘ - , ‘ . ; : ; , §$ 47 
§ 75 . ; ‘ ; ; ‘ : ; ‘ . ; § 48 
§ 76 Redrafted to apply to all corporations taxable under 

§§ 1-14 of the bill : ; : ‘ , , § 23 
§ 77 ee : , § 49 
§ 78 " ; : 7 , , , ; : , . § 50 
§ 79 Omitted . ‘ ; : ‘ . , , ' See § 17 
§ 80 ‘ : § 51 
§ 81 Omitted. 
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APPENDIX E. 


PROPOSAL FOR A LEGISLATIVE AMENDMENT OF 
THE CONSTITUTION RELATIVE TO THE AUTHOR- 
ITY OF THE GENERAL COURT TO LEVY TAXES 
ON TANGIBLE PERSONAL PROPERTY. 


A joint session of the senate and house of representatives 
hereby declares it to be expedient to alter the constitution by 
the adoption of the following article of amendment, to the end 
that it may become a part of the constitution if similarly agreed 
to in a joint session of the next general court and approved by 
the people at the state election next following: — 


ARTICLE OF AMENDMENT. 


Full power and authority are hereby given and granted to 
the general court to impose and levy a tax on all tangible per- 
sonal property or any class or classes thereof as they shall judge 
to be for the good and welfare of this commonwealth. Such 
tax may be at different rates and be determined by different 
methods for different classes of tangible personal property, but 
shall, throughout the commonwealth, be levied at the same 
rate, and be determined by the same method, for the same class 
thereof. Any class of tangible personal property not taxed 
under this article may, and any class thereof taxed hereunder 
shall, be exempted from the imposition and levying of propor- 
tional and reasonable assessments, rates and taxes. 
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APPENDIX F. 


RESOLVE PROVIDING FOR THE FURTHER CONTIN- 
UATION OF THE WORK OF INVESTIGATING AND 
REVISING THE TAX LAWS OF THE COMMON- 
WEALTH BY AN UNPAID SPECIAL COMMISSION. 


Resolved, That the unpaid special commission to revise the 
laws of the commonwealth relative to taxation, established by 
chapter forty-four of the resolves of nineteen hundred and 
twenty-seven and continued by chapter thirty-one of the re- 
solves of nineteen hundred and twenty-eight, shall further con- 
tinue the investigation of the laws of the commonwealth rela- 
tive to taxation as provided in said chapter, and shall carry to 
completion the study and report undertaken by it. For such 
purpose, the commission shall be provided with quarters in the 
state house, and may expend for expert, clerical and other ex- 
penses such sums, not exceeding ten thousand dollars, as the 
general court may appropriate. The commission shall make 
a report to the general court by filing the same with the clerk 
of the house of representatives not later than the first Wednes- 
day in January in the year nineteen hundred and thirty, to- 
gether with drafts of legislation necessary to carry its recom- 
mendations into effect. 














